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1. Spirituality of traditional Japanese responsible management
1.1 Wa – Respect for harmony with weak locus of control
Prince Shotoku (571-623) emphasised ‘Wa’ (harmony) as the most important value to follow in 
the Seventeen-Article Constitution, combining Buddhist and Confucian spirituality. The Confucian 
culture of social reciprocity and indebtedness emphasised preservation of the environment and 
close cooperation with social stakeholders to maintain harmony. Frequent disruptions caused by 
earthquakes, typhoons, and tsunamis devastated the lives of Japanese people. This led to adaption 
to circumstances and weak locus of control.
All these values are based on a long-term perspective. It takes time to harmonise using a multi-
stakeholder approach. Such spirituality forms the basis of the Japanese sense of responsibility, 
morality, and philosophy. Approaches to business ethics, accountability, and sustainability are 
rooted in this understanding of spirituality (Warner, 2010).
1.2 Business responsibility of Baigan
In the early eighteenth centur y, Ishida Baigan (1685-1744) preached merchant social 
responsibility, which was the precursor to the corporate social responsibility (CSR) idea in Japan. 
He was influenced by Confucianism, Buddhism, and Shintoism, which were the most popular 
religions in Japanese society. Bellah regarded Confucianism as a fundamental principle, which 
he integrated with the teachings of Buddhism and Shintoism. He emphasised the importance of 
frugality and saving for the future. He also stressed the Confucian principles of honesty and hard 
work, pointing out that Baigan’s ethics could be considered comparable to Protestant ethics, which 
led to the transformation  from a feudalistic society and the pre-modern age to early Capitalism 
 This is written as a discussion paper for Research Handbook on Responsible Management (2019) edited by Oliver 
Laasch, Dima Jamali, R. Edward Freeman, Edward Elgar publishing.
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(Bellah, 2000). Ishida Baigan preached that the merchant’s responsibility was to render service to 
society, not to maximise profit at the expense of others. The sensitivity of the corporation to society 
was an integral virtue of business. This idea was borrowed from two integral concepts in Confucian 
philosophy: Jin, benevolence or compassion, and Gi, righteousness or justice, which promote an 
obligation towards all members of society, particularly the poor and the handicapped (Bellah, 2000).
1.3 Business practices to benefit the customer, vendor, and society
The concept of Sanpo yoshi (benefit for all three sides), propounded by Ishida Baigan, holds 
that, in their business, merchants should consider the benefits to the customer, society, and the 
vendor, simultaneously. This philosophy of ‘Sampo-yoshi ’ was embodied by the Ohmi-shonin, a 
group of merchants from the central Ohmi region (located between the big cities in the latter part 
of the Tokugawa feudalistic regime). These merchants were itinerant traders and vendors in the 
very extensive networks of the nation . In 1754, one of the representative Ohmi merchants wrote 
family precepts for his business successors, which can be regarded as reflecting the essence of the 
philosophy of their business.
Intoku (unseen virtue) is a well-known way of implementing corporate philanthropy. Hidden 
virtue without identification will lead to visible reward (Intoku-Yoho). The donation of a big public 
street lamp to smooth the flow of traffic is a popular example of this principle. It is more important 
that an ordinary business contributes to society, rather than improves its public image through an 
identifiable donation. This idea originates from the integration of Confucianism, Buddhism, and 
Shintoism. Ohmi merchants did not differentiate between them, and respect for their ancestors was 
central to their worship (Iguchi, 2003, p.20).
2. Business responsibility in the formation of capitalism
2.1 Meiji restoration and the initiatives of the new government
After the Meiji restoration, which began in 1868, strong initiatives by the new government to 
modernise Japan created a robust link between government and business, leading to a Japanese 
version of Colbertism, which had been initiated in France (Humbert, 2014, p.18). Enlightened 
despotism under the Emperor took hold in this period. The new government regarded the 
Confucian virtues of hard work, frugality, filial piety, and respect for authority as useful morals for 
national governance. Confucian virtues were identified as being part of Japanese traditional culture 
in Imperial Rescripts in 1890  and 1908 (Sagers, 2018, p.181).
The Japanese government led various initiatives for improving competitiveness against 
Western countries through policies such as Syokusan Kogyo (increase production, encourage 
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industry). Many state-owned companies were set up in various industries. At the same time, many 
private companies, which would later grow to become leading companies, were also set up. The 
Mitsubishi Trading Company was set up by Iwasaki Yataro in 1874. Toyoda Sakich invented the 
steam power loom in 1896, which was the starting point for the Toyota Motor Corporation.
2.2 Morality of capitalism by Shibusawa
Shibusawa Eiichi (1840-1930) was known as the ‘ father of Japanese Capitalism ’. This former 
government official set up more than 500 promising joint-stock companies in banking, shipping, 
textiles, paper, beer, and railroads, among others. He contributed to setting up the Tokyo Stock 
Exchange, the Tokyo Dai-ichi Bank, and the Tokyo Chambers of Commerce and Industry. He 
contributed to the capacity building of private sectors in the initial stages of capitalism during the 
building of a nation-state. His capitalism is known as Gappon capitalism, and it involved generating 
capital through credit-creating functions. Shibusawa’s model led to the creation of Zaibatsu (big 
industrial groups) based on the function of the financial market. Gappon capitalism is the idea of 
advancing enterprises by assembling the most appropriate human and capital resources with the 
purpose and objective of pursuing public interest (Kimura, 2017, pp.129-130). The stockholders and 
other stakeholders attempted to share long-term common interests, forming a basic approach to 
business development in the initial stages of modernised Japan (Shimada , 2014).
Gappon capitalism also means capitalism infused with moral values (Kimura, 2017, p.123). In 
his later career as a business leader in Japan, Shibusawa propagated the philosophy of responsible 
management. He wrote Rongo to Soroban (The Analects and the Abacus) in 1916. The analects 
represent morality and the abacus stands for the economy. He insisted that business should be 
guided by morality. In his later speech on the radio in 1923, he said that ‘harmonization between 
morality and economy is an eternal principle accepted both in Asia and the West’, quoting The 
Wealth of Nations by Adam Smith (Shibusawa, 1937). 
His philosophy was principally based on Confucianism. However, he tried to integrate the 
common values of Buddhism, Christianity, and other religions. For example, ‘Buddhism can 
contribute to creation of the modern workplace by addressing individual empowerment while 
releasing the creativity and sense of community of individuals’ (Debroux, 2014, p.57).
Shibusawa devoted himself to disseminating his ideas throughout society. He set up the 
Kiitsu Kyokai or Association of Concordia in 1912. However, this resulted in very poor outcomes. 
Additionally, he set up the Kyochoh Kai or Cooperation Society in 1919 for better labour-
management relations. He was more involved in this organisation. It contributed to the formation 
of constructive labour relations. With the equal participation of social partners, it provided workers 
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with education and mediation in labour disputes. It offered a model for dispute mediation under a 
neutral external third party (Shimada, 2014, p.154). It led to the formation of harmonious labour 
relations in Japanese management.
The manifesto of the Cooperation Society in 1920 suggested the mutual exchange of 
generosity in order to create better relations between capitalists and workers, and stressed mutual 
responsibility for conciliation based on justice and humanism (Humbert, 2014), with the essence of 
Japanese management being to maximise employees’ benefit based on cooperative labour relations 
(Kikkawa , p.186).
2.3 Concept of rights in Confucian capitalism
Some reasoning is necessary, in order to determine right from wrong for ethical decision-
making in a business context. This reasoning includes virtue ethics, ethics of rights, ethics of 
justice, ethics of duties, and so on (Laasch and Conaway, 2017, pp.86-92). Confucianism is clearly a 
code of virtue ethics. Shibusawa said that ‘ if it is not built on virtue, wealth will not last. Therefore, 
the Analects and abacus must be brought together ’ (Shibusawa and Moriya, 2010, p.15).
On the other hand, Shibusawa discussed Confucianism as being the ethics of rights, while he 
pointed out the misunderstanding of a lack of the concept of rights in Confucianism (Sages, 2018, 
pp.187- 189). He contrasted Christianity’s statement of ‘Do unto others what you would have done 
unto you’ with Confucius’s statement of ‘Do not do to others what you do not want them to do to 
you’. He argued that this illustrated the difference between the two systems, with Christianity 
taking a more active approach to rights ethics than Confucianism. He then concluded that 
Confucianism includes the concept of rights as part of civilised thought (Shibusawa and Moriya, 
2010, p.141 ).
3. Business responsibility after democratisation
3.1 Leadership by Matsushita: responsible management in times of high economic 
growth
Matsushita Konosuke (1894-1989), the founder of Panasonic, pioneered the economic 
development of Japan for three decades after the War . He also promoted better working conditions 
and autonomous decision making through the division of power, delegation, and responsibility. He 
insisted that the mission of an industrialist is poverty alleviation. A business can alleviate poverty 
by producing goods abundantly and supplying them at very reasonable prices, like water to the 
poor. This idea spread nationwide, gaining sympathy from the democratic movement. His sense of 
responsibility was expressed by the words ‘Kyozon Kyoei ’ (Co-existence and Co-prosperity) under 
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free and fair competition (Matsushita, 2005, p.68).
First, he made ef forts to build constructive labour-management relations. The monthly 
management consultation meeting comprising top management and the labour union has been held 
since July 1946. The joint consultation body comprising the labour union and managers was set up 
in 1956. The committee met once a month to share insights on topical issues for facilitating mutual 
understanding.
Matsushita implemented a five-working-day and 40-hour week in 1965. Subsequently, the 
personnel department propagated the ‘Own your home at the age of 35 ’ campaign at that same 
year. Matsushita had a strong sense of responsibility to stabilise employee relations and the lives of 
employees.
In addition, he extended dialogic engagement with the other stakeholders. He was heavily 
engaged in dialogue with retailers and suppliers. He sent several illustrative messages to various 
stakeholders, which symbolised ‘Co-existence and Co-prosperity ’. He tried to build mutual 
prosperity with retailers. He expanded the external sales networks by partnering with small 
shops and retailers. Matsushita provided support in various forms, such as shop reform, electrical 
signboards, and bonuses to shops that agreed to exclusive sales with Matsushita.
Furthermore, Matsushita’s focus was on mutual prosperity with suppliers through long-
term engagement with them. Matsushita established a suppliers’ association in 1970, which 
comprised around 6,000 suppliers. These suppliers heavily depended on the production orders 
from Matsushita Electric. This association aimed to upgrade production capacity, develop human 
resources, and share information and welfare benefits.
The bottom-up approach with stakeholders shown by Matsushita has a fostering effect, which 
supports the capacity building of stakeholders to improve the current situation of complying with 
the required standards through long-term engagement. Matsushita’s management philosophy 
was inherited by his successors at Panasonic (the name of Matsushita Electric was changed to 
Panasonic in 2008) and other business leaders like Inamori Kazuo (1932- ) (Inamori, 2017). 
3.2 Principles of the productivity movement in Japan
The ‘Japan Productivity Center ’ was established in 1955 to promote a nationwide productivity 
movement through cooperative industrial relations. The Japan Productivity Centre issued three 
guiding principles that influenced nationwide labour-management cooperation for many years, 
adopted at the First Productivity Liaison Conference in 1955. The official English translation, 
available on the Japan Productivity Centre website (https://www.jpc-net.jp/eng/mission/principle.
html), is as follows.
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1) Expansion of employment
In the long term, improving productivity should lead to expanding employment. However, 
from the standpoint of national economy, a public-private partnership is essential in formulating 
valid policies to prevent the unemployment of surplus personnel through job relocation or other 
measures.
2) Cooperation between labour and management
Labour and management must cooperate in researching and discussing specific methods to 
improve productivity in consideration of specific corporate circumstances.
3) Fair distribution of the fruits of productivity
The fruits of productivity should be distributed fairly among labour, management, and 
consumers in line with the state of the national economy.
These guiding principles, held by all social partners, can be summarised as 1) employment 
security, 2) the joint consultation system, and 3) the fair distribution of the fruits of increased 
productivity. As the Japanese national employers’ organisation and unions adhered to these values 
and supported this movement, which was financially subsidised by the government, the movement 
was the most successful nationwide consensus  on responsible management in the post-war period. 
The execution of these principles contributed towards increasing the commitment of workers and 
enhancing cooperation between co-workers (Kuriyama, 2017 ).
The first and second principles of the productivity movement in Japan suggest that employment 
security was a precondition to worker cooperation. It resulted in a psychological contract for high 
levels of commitment from core workers in Japanese industries.
The value of fair treatment for workers was strongly connected to lifetime employment and 
employment security. As Hofstede’s ‘cultural value’ explained, Japanese working culture prioritises 
the avoidance of uncertainty.
In fact, as indicated in the first guiding principle of the Japanese Productivity Movement, 
employers were required to prevent redundancies through the job relocation of workers, or other 
measures. Large Japanese corporations applied these principles in various ways as part of their 
employment responsibilities, according to the context.
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4. Responsibility for employment in Japan
4.1 Japanese sensitivity to employees and employment
There is a critical question around which value should take priority in a conflicting situation 
and which action properly aligns those values. ‘While certain values, such as honesty, respect, 
fairness, and compassion tend to be fairly universal, individuals from different cultural backgrounds 
may prioritise values differently depending on the context’ (Manwaring et al., p.96 ).
During the booming economic development period, 45 years after World War II, the value 
of long-term employment security was prioritised by the Japanese population. After the economy 
bubble burst in 1990, Japanese employers still safeguarded employment and tried to maintain 
responsibility for it, despite the conflicting cost of employment. The responsible employment 
measures taken by Japanese corporations during this time of crisis can be divided into numerical 
and functional measures. 
A system for voluntary early retirement is a standard measure of numerical flexibility. A 
Keidanren ( Japan Business Federation) survey revealed that 83% of large Japanese companies tried 
to introduce an early retirement system and mid-career hiring against a backdrop of restricting 
pressures ( Tateishi, 1997, p.116). The amount of additional allowances for early retirement was 
considerably large, enough for it to be accepted and applied to employees (Kuriyama, 2017). 
At Matsushita Electric, this allowance equated to a salary of 40 months, 45 months, and 50 
months for union members, section chiefs, and department chiefs, respectively.
It was believed that managers received 50 million yen (450,000 USD at that time) as an 
additional retirement allowance.
The second major tool of numerical flexibility is Shukkoh (inter-firm transfer of employees). 
Shukkoh is the practice of outplacement of an employee whilst their employment status is 
maintained at the original company. Shukkoh has been used as a means of employment adjustment 
when necessary, to reduce employment. An excess of workers prompts large companies to use the 
ousting style of Shukkoh. Often, the original company covers most of the salary of the dispatched 
employee so that their employment security is retained. Employers recognise the significance of 
employment security to retaining the psychological contract of long-term employment.
Employment security can be regarded as being maintained even if the workers are sent from 
another company. Surprisingly, most or all of the wages of the transferred worker are paid by the 
sending corporation. In general, the employee flow is unilateral from parent company to subsidiary.
A 1989 survey related to Shukkoh reported that 10% of the employees in the surveyed 
corporations were subject to Shukkoh and that 20% to 30% of the workforce in the recipient 
corporations were transferees. Moreover, the transferees held higher managerial positions at the 
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recipient companies; 85% of the presidents of the recipient companies were transferees, and more 
than half of all managerial positions were held by transferees.  
On the other hand, functional flexibility measures were sought by Japanese corporations for in-
house job training. Multifunctional skill development through broad periodical transfer beyond job 
category (e.g. transfer from floor worker to sales worker) is a common practice in Japanese human 
resource management.   
Tateishi Nobuo (the chairman of OMRON Corporation) indicated that the emphasis had 
shifted from strength to sensitivity based on a human-centred management philosophy (Tateishi, 
1997, p.116). The later argument of Socially Sensitive Enterprise Restructuring is relevant to the 
above Japanese cases. 
4.2 Discussion on responsibility for employment
Undoubtedly, redundancy has many negative effects (Bratton and Gold, 2017, pp.132-134). It 
has negative effects on the mind-set of employees. Since redundancy is a violation of a psychological 
contract, retrenched workers, as well as remaining workers, can easily lose their commitment and 
involvement with the organisation. Remaining workers tend to feel guilt, mistrust, insecurity, and 
disloyalty. Absenteeism and stress in the working environment increase.
Employment can produce rewards for employees. Also, employment is the major source of 
income towards cost of living for the general population. People need continued income, without 
any gaps, to pay for their necessities. Furthermore, employment is significant in developing the 
national economy through consumption and tax revenue, and the quality of life in the community. 
Unemployment has several negative effects on society, such as poverty, wasted human resources, 
and an increase in criminal activity.
Therefore, employment generation is a national and social agenda of the utmost importance. 
Employment is the first strategic objective in decent working environments, as well as the right to 
work, social protection, and social dialogue. As such, employment can be regarded as an integral 
part of CSR. In this sense, employers play the role of social partner and have the employment 
responsibility to stabilise the economy and society. Also, International Labour Standards (ILO 
Convention No.122) promote productive, freely-chosen, and full employment, which suggests an 
employment responsibility for employers. Economic growth from a decent working environment 
has been set as a target of the United Nation’s (UN) Sustainable Development Goals (SDGs). 
A representative of employers expressed his view on this Convention (Wisskirchen and Hess, 
2001, p.137), stating that successful employment policy must be formulated in harmony with 
numerous other policy lines. There should be no resulting burden on investment. Investment is a 
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precondition to growth and employment. This implies that the degree of responsibility should be 
balanced with relevant factors.
In fact, the current business environment does not allow secure employment for employees 
challenged by globalisation, cost competition, and shift in demand. A company may shut down 
midway through a person’s career, meaning it is dif ficult to guarantee life-long employment 
responsibility in a globalised economy. Employment security is declining, giving way to training for 
employability, which implies the ability to obtain work. The focus is on employability rather than 
employment.
Japanese companies seem to be very keen on employment responsibility being a sense 
and culture of responsibility by a corporation. Nonetheless, universal agreement of employment 
responsibility should, at least, be secured at the time of restructuring and redundancies. The EU 
Commission suggested socially responsible restructuring as part of an organisation’s CSR agenda 
(European Commission, 2008).
A similar term, Socially Sensitive Enterprise Restructuring (SSER), was promoted by EU 
countries and the International Labour Organization (ILO) to prevent any negative effects from 
redundancy (Rogovsky et al., 2005).
A company can adopt effective measures to mitigate any negative effects using the following 
tools: counselling, skill assessment, training, internal job searching, external job searching, small 
and medium-sized enterprise (SME) creation, mobility assistance, early retirement, alternative 
work schedules (part-time, subcontracting, flexible leave), and severance packages (Rogovsky et 
al., 2005, p.9). Thus, the scope and validity of socially sensible employment responsibility is a topic 
that remains open for debate.
4.3 Responsibility at the point of employment termination 
ILO Convention (1982, No158.): Termination of Employment
The Termination of Employment Convention 1982 (No.158) and Recommendation, 1982 
(No.166) set out provisions for layoffs and downsizing, as well as individual dismissals. They aim to 
balance the need for workers’ employment security with the employer’s need for flexibility in hiring 
and firing. These international standards encourage managers to pursue a functional flexibility 
approach. Companies should rely on multiskilling and flexible work assignments to provide 
flexibility with minimal job losses. 
Convention No.158 also encourages management to inform workers before the implementation 
of restructuring, in order to allow effective preparation for the next stage. Severance benefits 
should be provided as income replacement, and priority should be given to rehiring retrenched 
workers. Assistance should be offered to retrenched workers, such as job searching, time off for job 
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searching, and providing skills training.
Valid reasons for termination of employment are limited to the following:
– the worker can no longer carry out the work needed or behaves in a manner that is 
incompatible with the workplace; 
– conditions (economic, technological, etc.) have changed, which necessitates the 
elimination of the worker’s post.
Dismissal should never be based on any of the following criteria: union membership or serving 
as an officer, filing a complaint, giving evidence against the employer, race, sex, colour, national 
extraction, social origin, political opinion, material or family status, or temporary illness or injury.
A representative of employers expressed strong opposition to the ILO Convention  (Wisskirchen 
and Hess, 2001, p.11). He opposed the high and demanding requirements of the Convention. He 
explained that employers had their own interest in retaining workers, particularly when they had 
invested in their training. However, he opposed any move to offer protection beyond the corporate 
capacity to adopt operational or general economic changes. The payment of a severance allowance, 
even in the case of justified dismissal, was deemed inadequate.
Ratification by member countries is low, while the Japanese government has also not ratified 
this Convention. This suggests that the difficulty in gaining a consensus lies in the degree of 
employment responsibility that should be assigned at the point of termination of employment. Japan 
is facing a widening gap between the secure sector in employment and precarious workers, such as 
part-time and contract workers, who often face termination of employment without any protection. 
Here again, an argument must be made for responsible management in contemporary Japan and to 
what extent the employer should offer protection at the point of termination of employment.
5. Business and human rights issues in contemporary Japan 
After the UN’s guiding principles of ‘Business and Human Rights’ was adopted, its ‘Protect, 
Respect, and Remedy’ framework has gradually permeated Japanese corporate sectors. Practical 
implementation of due diligence procedures was often discussed in business sectors. For example, 
Caux Round Table Japan set up the Nippon CSR Consortium to encourage Japanese companies 
to integrate due diligence into the systems and activities of ordinary management. It reported the 
frequent discussions and views on the implementation of human rights due diligence issues in 
a series of workshops in 2013 and 2014. One of the major discussions revolved around the need 
for a more holistic approach. In principle, the distinction should be clarified as being between 
compulsory human right issues and the risk to consumers and community and the voluntary 
sphere of CSR. Also, a contextual understanding of particular cases should be carefully discussed 
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for better implementation (Ishida, 2014).
In January 2017, the Tokyo Organizing Committee of the Olympic and Paralympic Games 
formulated the Tokyo 2020 Olympic and Paralympic Games Sustainability Sourcing Code, which 
outlines the overall direction and qualitative objectives for a sustainable Olympic Games. The 
Commentary of the Code explains the Japanese way of sustainably sourcing under the title 
of adoption of a bottom-up approach based on the principle of co-existence and co-prosperity 
( Takahashi, 2018, pp.17-19).
‘ In terms of the encouragement of supply chains’ efforts towards sustainability, various adverse 
effects of the top-down type management method have been pointed out, such as requesting one-
sidedly that supply chains comply with the Sourcing Code, and auditing the status of compliance. In 
the case where a request that ignores the conventional practice of sourcing is made, supply chains’ 
cost of complying with the Sourcing Code may increase aimlessly, and the audit cost of order-
placing companies may also increase.
Based on these problems, it is desirable to promote the consideration of sustainability as a joint 
effort between order-placing companies and their supply chains. Such bottom-up style efforts 
can be said to match the culture of “symbiosis” unique to Japan in which medium to long-
term relationships of trust are valued.
In terms of the bottom-up joint efforts, communications with supply chains are important, 
rather than one-sidedly imposing the burden of complying with the Sourcing Code to supply chains. 
By identifying effective and efficient response measures according to the levels of risks through 
information exchanges with supply chains, both parties can be expected to enjoy the advantage 
of reductions in the cost of compliance and auditing costs’ ( The Commentary of the Tokyo 2020 
Olympic and Paralympic Games Sustainability Sourcing Code). 
In the process of enforcement, engagement, and empowerment, communication and dialogue 
with suppliers are important for creating a desirable situation to execute ethical sourcing. An 
integral business model by a Japanese company has led to a long-term commitment to the 
supply chain having a fostering function to local suppliers . This approach is represented by the 
philosophy of Matsushita’s Kyozon-Kyoei (Co-existence and Co-prosperity). A bottom-up approach 
to formulating consensus for the decision making of suppliers can improve capacity building and 
empower supply chains.
It was indicated that the current CSR approach in Japan still seems to reflect ‘Confucian values 
emphasizing sense of duty to the in-group and hierarchy; harmony, loyalty, hard work, learning, 
perseverance and patience typical for collectivist, high-power distance, low uncertainty avoidance 
cultures’ (Bustamante and Gronznaya, 2014, p.126).
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6. New perspectives and revision of the Keidanren Code of Conduct
The Charter of Corporate Behaviour was issued by Keidanren ( Japan Business Federation) in 
1991 and used to lay down the principles for responsible behaviour by corporations. It was revised 
in 2017 to integrate the new requirements of international agreements, including the Guiding 
Principles on Business and Human Rights (2011) and the Paris Agreement (2015), along with the 
SDGs of the United Nations in 2015. 
It emphasises creating new added value and generating employment that will be beneficial to 
society at large. It also stresses the extension of stakeholder engagement. It states that member 
corporations should also encourage behavioural changes, not only within their own corporations, 
but also in their group companies and supply chains, by fostering partnerships and collaborations 
with a diverse range of organisations. In addition, it promotes working together and collaborating 
with a broad range of stakeholders, including non-profit organisations, non-governmental 
organisations, local communities, government agencies, and UN agencies, to contribute to the 
development of society (Keidanren, 2017).
The Charter was revised to include additional text considering recent developments in fair 
business practices, fair disclosure of information and constructive dialogue with stakeholders, 
respect for human rights, relationships of trust with consumers and customers, reform of work 
practices and enhancement of workplace environments, engagement in environmental issues, 
involvement in the community and contribution to its development, and crisis management.
In the Charter, the new age is called ‘Society 5.0’, and it proposes a new perspective on 
corporate conduct in the globalised society. This new perspective must incorporate the international 
standards of responsible management. Moreover, the traditional Japanese ideas, such as 
harmonious and long-term engagement for co-prosperity with multi-stakeholders still strongly 
suggest the practical application of responsible management according to the changing context.
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あられる金熺洙 (Kim Hi-Soo) 博士の人間主義経営の観点から同大学の運営に関する考察を行う。
前半では、健陽大学の概要について述べ、後半では日本での専門職のあり方について、欧米で注
目されている専門職大学 (entrepreneurial university) のケーススタディとして創意融合プログラ









視し、10 ヶ国 38 大学とのパートナーシップを通じて、グローバル人材の育成に取り組んでいる































では、大学生の就職率の測定方式(1) は異なるものの、2017 年 12 月に韓国教育部（日本では省に
相当）が発表した韓国の大卒就職率は 67.7％であった。ちなみに、厚生労働省と文部科学省が

























































　Humanistic Management in Practice 
4
によると、「人間主義経営とは何か」の考察を経て、人間













































































(Cyber Security Engineering)、機械工学科 (Department of Mechanical Engineering)、グローバル
医療美容学科 (Department of Global Medical Beauty)、融合 IT 学科 (Department of Convergence 
Information Technology)、医薬バイオ学科 (Department of Medical Bioscience)、グローバル先端
学科 (Global Frontier School)、融合デザイン学科 (Department of Interdisciplinary Design)、ナ
ノバイオ化学科 (Department of Nano Biochemistry)、国際建設プラントエンジニアリング学科



































　政府が支援する創意融合型 IT 人材の養成に特性化された学科である融合 IT 学科を訪問した。
同学科では、ICT、モバイルシステム、ソフトウエア、センサー技術を基盤としてビックデー
ターサービス、IoT サービス設計、3D プリント応用分野を集中的に育成している。また、卒業

















(2)  Apple Distinguished School とは、Apple 社がテクノロジーを活用した学習における Apple のビジョンを実践し
ている卓越したリーダーシップと教育を先導しており、革新的な教育機関と認定した教育機関のこと。2018 年



















 1   健陽大学ホームページ　https://www.konyang.ac.kr/jp/
 2   健陽大学ホームページ　https://www.konyang.ac.kr/jp/sub01_02.do
 3   聖教新聞 2010 年 12 月 24 日
 4  Humanistic Management in Practice, Von Kimakowitz, E., Pirson, M., Spitzeck, H., Dierksmeier, C., 
Amann, W. (Eds.), Palgrave, 2011
 5  栗山直樹，人間主義経営センターが提唱する人間主義経営についての一考察，創価経営論集 第 41 巻 
第１号，33-54, 2017 　https://www.soka.ac.jp/files/ja/20170419_140443.pdf
 6  創価大学ミッションステートメント　https://www.soka.ac.jp/about/intro/mission/
 7  山中馨，「人間主義経営」概説 , 創価経営論集 第 41 巻第１号，55-67, 2017 https://www.soka.ac.jp/
files/ja/20170419_140603.pdf
 8   Institute for the Future for Dell Technologies, The next era of human|machine partnership, 2017, 
Institute for the Future for Dell Technologies 
 9   ユタ大学ホームページ　https://degreeplus.utah.edu/
10  塚原修一，濱名篤，社会人の学び直しからみた大学教育，日本労働研究雑誌 , 27-36, 2017
11 文部科学省，専門職大学等の審査結果について　http://www.mext.go.jp/b_menu/shingi/daigaku/
toushin/attach/1409977.htm


































































能性がある。（小池和男『強い現場の誕生』日本経済新聞出版社  2013 pp.98-99）
表 1　学歴別の労働組合役員の構成　　　　　　　　　　　　　　　　　　　　　　　　　単位：％







合計 11.5 11.8 36.6 16.6 16.1 5.4 100
単組
委員 7.0 13.6 42.0 16.4 18.1 1.7 100
三役 10.0 10.7 34.1 18.7 18.5 6.0 100
企業連合会
委員 16.2 4.4 42.6 22.1 11.8 2.9 100
三役 16.7 10.2 35.3 17.9 18.6 100
産業レベルの本部
委員 16.2 17.7 31.3 14.9 11.1 5.5 100
三役 21.4 16.0 31.9 13.2 13.2 3.1 100
注：不詳その他が若干あり、記した数値の計は 100 にならない。
出典：労使関係調査会『労使関係実態調査　6 巻』中央公論事業出版　1963　pp.370-371 付表Ⅲ -a-1 を加







































































技能労働者にふさわしいと考えられ、「昭和 40 年代に入り、昭和 30 年代を通じて隆盛を極めた
養成工制度は徐々に衰退に向かうことにな」1 0 った。現在では、企業内訓練の対象の中心は高校
してきたが、それらの諸経験からの教訓が結実し、わが国のユニークな産業民主制を開花させた経済的背景は








の養成所の先駆的形態の一つだった。まず 1910 年４月に工場で採用していた見習工の中から 36




　戦後は 1946 年と 1947 年に約 90 人の新入生を採用したが、この時、633 制の新学制が発足し、
新制度の施行により 1948 年は採用見送りとなった。また 1948 年には、各種学校として認可を受
けている。1950 年から新制中学卒業者を対象に生徒募集を行うことになった。この時の志願者
























立工場の場合、1946 年１月 15 日に工員だけの日立工場労働組合が結成され、およそ２週間後の































の役員名については『日工同窓会 50 周年記念誌』1 3 を参照し、二つをつきあわせることで組合役
員に占める養成工出身者を確認した。
　まず委員長ポストの占有率（表３）を検討すると、組合結成の 1946 年から 1954 年までの日








































働組合日立支部   1996
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1946 6 15 40%
1946 7 15 47%
1946 4 24 17%
1946 7 32 22%
1947 3 24 13%
1947 2 21 10%
1947 3 23 13%
1948 0 19 0%
1948 1 29 3%
1949 3 22 14%
1949 2 20 10%
1950 0 22 0%
1950 2 17 12%
1951 2 13 15%
1951 2 12 17%
1952 3 13 23%
1952 3 14 21%
1953 2 13 15%
1953 1 13 8%
1954 3 13 23%
1954 4 13 31%
計 60 387 16%
出典：表３に同じ
表 5　日立総連合の役職者となった養成工の氏名・在職期間・役職名
氏名 始め 終わり 役職
中村真之輔 1947.12 1948.7 総連合副委員長
安達恒夫 1948.12 1949.6 総連合執行委員
須田武揚 1952.8 1955.5 総連合書記長
立川竹男 1953.5 1954.4 総連合委員長
出典：日工同窓会会報編集委員会『日工同窓会五十周年記念誌』日工同窓会   1972
戦後復興期および高度成長期初期における養成工の労働組合・労使関係への影響（大場隆広）  
年から 1954 年の時期に総連合会の役員となった養成工出身者は４人で、1947 年 12 月から 1948
年７月まで副委員長だった中村真之輔、1948 年 12 月から 1949 年６月まで執行委員だった安達





員長ポストほど極端な構成ではないものの、結成翌年の 1947 年に副委員長、1948 年に執行委員、















1947 年に養成工１期生の花井十四三が執行委員となったのが最初である。翌 1948 年に養成工３
期生の梅村志郎が専門部員1 6 として名をつらねており、また戦時中に豊田工科青年学校1 7 で教育
を受けた渡辺武三も 1948 年と 1949 年に全日本自動車産業労働組合東海支部の役員となっている。
　1950 年代では 1955 年に養成工１期生の岡田栄次が、1957 年に養成工１期生の板倉鉦二が執行
14  田中博秀「日本的雇用慣行を築いた人達＝その二　山本恵明氏に聞く (1)」『日本労働協会雑誌』No.280 号　
1982　p.41








先に登場した渡辺武三が 1964 年と 1965 年に副執行委員長、1966 年から 1968 年にかけて執行委
員長となり、３期生の梅村志郎が 1968 年から 1970 年まで副執行委員長、1971 年から 1980 年ま
で執行委員長となる。１期生の岡田栄次も 1969 年と 1970 年に副執行委員長となっている。また、









養成工 執行委員 　 養成工氏名 養成工 委員 　 養成工氏名
(a) (b) a/b 　 (c) (d) c/d 　
1946 1 0 19 0% 　 　 　 　
1946 2 0 24 0% 　 　 　
1947 3 1 30 3% 花井十四三 　 　 　
1948 4 0 14 0% 1 4 25% 渡辺武三
（専門部員） 　 1 20 5% 梅村志郎 　 　 　
1949 5 0 19 0% 1 5 20% 渡辺武三
（専門部員） 　 1 10 10% 石川義之 　 　 　
1950 6 0 20 0% 0 6 0% 　
1950 7 0 18 0% 0 6 0% 　
（専門部員） 　 0 4 0% 　 　 　
1951 8 0 23 0% 0 6 0% 　
1952 9 0 21 0% 0 6 0% 　
1953 10 0 19 0% 0 6 0% 　
1954 11 0 17 0% 0 6 0% 　
1955 12 1 13 8% 岡田栄次 0 3 0% 　
1956 13 0 13 0% 0 3 0% 　
1957 14 1 13 8% 板倉鉦二 0 3 0% 　
1958 15 0 13 0% 0 3 0% 　
1959 16 0 13 0% 0 3 0% 　
1960 17 0 13 0% 0 3 0% 　
1961 18 1 13 8% 佐野三雄 0 3 0% 　
1962 19 2 13 15% 佐野三雄 0 3 0% 　
塚本静男 　 　




年度 期 執行委員長 副執行委員長 書記長
1946 1 江端寿男 吉川礼三 　 　 　
1946 2 益田稔 生島稔郎 　 　
1947 3 畔柳馨 生島稔郎 　 山本恵明


































1952 9 畔柳馨 林田博臣 　 土屋満 
（京都帝大）




1954 11 林田博臣 日比野盛年 　 本多森正
1955 12 本多森正 土方久誠 　 面高俊信
1956 13 土方久誠 井藤春夫 　 神藤寛
1957 14 関安一 中根孟（高小） 　 水谷件一
1958 15 内藤寿一 外村吉夫 　 沢田寿 
（農林学校卒）
1959 16 外村吉夫 神谷与助 　 伊藤一男（高小）
1960 17 神谷与助 伊藤一男（高小） 　 　 水野美文
1961 18 加藤和夫 藤井栄二 　 沢田寿 
（農林学校卒）
1962 19 加藤和夫 尾崎新一 　 沢田寿 
（農林学校卒）
1963 20 高橋寅二 内藤光春 水納谷恒雄 　 沢田寿
（農林学校卒）
1964 21 中根孟（高小） 水納谷恒雄 沢田寿 
（農林学校卒）
　 山村豊
1964 22 中根孟（高小） 山村豊 渡辺武三（豊田工
科青年学校卒）
　 大橋正昭





香田斉 磯谷孝太郎 　 堀尾賢
1967 25 渡辺武三（豊田工
科青年学校卒）






















年度 期 執行委員長 副執行委員長 書記長





1973 31 梅村志郎 
（３期生）
湯野川孝夫 伊藤鈴夫 広瀬武夫 上坂凱勇
1974 32 梅村志郎 
（３期生）
伊藤鈴夫 広瀬武夫 伊藤英成 
（名大経済学部）
小宮山亨
1975 33 梅村志郎 
（３期生）
伊藤鈴夫 広瀬武夫 伊藤英成 
（名大経済学部）
小宮山亨
1976 34 梅村志郎 
（３期生）
伊藤鈴夫 小宮山亨 広瀬武夫 中村紘和
1977 35 梅村志郎 
（３期生）
伊藤鈴夫 市野晴夫 加藤進 中村紘和
1978 36 梅村志郎 
（３期生）
伊藤鈴夫 市野晴夫 鈴鹿三郎 石井完治
1979 37 梅村志郎 
（３期生）
鈴鹿三郎 十亀義則 深津泰彦 石井完治
1980 38 梅村志郎 
（３期生）
鈴鹿三郎 十亀義則 深津泰彦 石井完治
1982 39 鈴鹿三郎 小田桐勝巳 
（９期生）
奥村政一 鈴木武 深津泰彦








































































五十嵐茂 相原康伸 加藤昭夫 村井隆介
2002 49 東正元
（21 期生）
西久保長史 加藤昭夫 西田明生 岡正規
2004 50 東正元
（21 期生）
鶴岡光行 西田明生 濱口誠 岡正規
2006 51 鶴岡光行 佐々木龍也 濱口誠 河野晋哉 岡正規
2008 52 鶴岡光行 佐々木龍也 愛甲和弘 堀秀成 河野晋哉





養成所（企業内学校）の設立が 1939 年で、１期生ですら 1950 年代は 25 歳から 35 歳であった点
に留意する必要がある。すなわち、復興期から高度成長期前半では養成工出身者はまだ若手で組
合での活躍の場が限られ、執行委員長などの要職を担うには彼らが 40 歳以降（1965 年以降）の














1940 年代 0 14 0%
1950 年代 0 35 0%
1960 年代 8 41 20%
1970 年代 11 50 22%
1980 年代 5 25 20%
1990 年代 7 25 28%









1940 年代 0 5 0%
1950 年代 0 11 0%
1960 年代 3 11 27%
1970 年代 9 10 90%
1980 年代 3 5 60%

























































で、９月にはいすゞ自動車で 1400 人、10 月には日産自動車で 2000 人の解雇が発表された。し












23  30 年史編纂委員会『限りなき前進　30 年の歩み』トヨタ自動車工業労働組合　1976　p.18
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　５月 22 日、会社側は責任をとって、豊田喜一郎社長・副社長隈部一雄・常務西村小八郎が


























24  この辞任した日については、組合史などには「5 月 25 日」とあるが、本論文では愛知県編『愛知県労働運動史 
第１巻』第一法規出版　1982　p.693 の記述をもとに、「5 月 22 日」とした。
25  会社側は退職して欲しい従業員に「退職勧告状」を配布していたので、このときの希望退職は実質上の指名解
雇だった。












































　1956 年には養成工全体の社内団体が設立され、豊田英二3 3 が「豊養会」と名づけた。豊養会の
組織づくりに参加した一期生の野田孝夫によると、「横のつながりを強めて、会社の旗の元に結















1967 年にトヨタ自動車工業の 5 代目社長に就任した。
34  読売新聞取材班『豊田市トヨタ町一番地』新潮社　2003　p.139
35  1958 年に大学卒の「豊進会」と高校卒の「豊生会」、1960 年に臨時工からの登用者の「豊隆会」、1962 年に自
衛隊出身者の「豊栄会」、1965 年に自動車整備学校出身者の「整豊会」、1968 年に高等専門学校卒の「豊泉会」、
1970 年に短大卒の「豊輝会」などが設立された。























































































暮らせる環境を整える必要がある」（産経新聞社説　2018 年 12 月９日）と訴える。また、朝日
新聞は「文化や言葉の違いを超え、同じ社会でともに生きていく覚悟と準備が求められる」（朝
日新聞社説　2018 年 12 月８日）と、外国人労働者を受入れる日本国民の心構えの必要性を唱え
た。
　生活支援の中でも、言語的な問題への対処を訴えるメディアも多い。たとえば、「日本語教育
機関の質の向上なども欠かせない」（読売新聞社説　2018 年 12 月 27 日）という主張や「外国人
への生活支援や日本語教育なども含む総合的な政策パッケージを早急に法案化し、来年の通常国

























住労働者とその家族の権利の保護に関する国際条約（International Convention on the Protection 


































































































































が多い。たとえば、2005 年から 2006 年にかけて１県 11 都市に対して行われた「外国人の子ど
もの不就学実態調査」（文部科学省ウェブサイト b）では、公立学校にも外国人学校にも通って
いない「不就学」の外国人児童の割合が平均して 1.1％と低い一方、「転出・出国等」で連絡が取




























































































2  リーマンショック後に在日ブラジル人の数は減少し、2009 年には 26 万人、2010 年には 23 万人になり、
2018 年上半期の統計では 19 万人まで減少している（法務省統計）。
3 文部科学省は、こうした学校を「各種学校」として認可する働きかけを行い、2011 年までには 12 校の
ブラジル人学校が認可された（文部科学省ウェブサイト a）。
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Diversification of Private Labels in the Japanese Retail Industry
Dr. David Marutschke
Abstract
The purpose of this conceptual paper is to understand why major retailers in the Japanese fast 
moving consumer goods market have grown and diversified their private labels in recent years. 
Based on these insights, the paper discusses the potential of private labels to address a fundamental 
shift in consumer attitudes towards higher price-sensitivity and long-term value orientation. For 
this analysis, Japanese articles from professional magazines and newspapers published within the 
last few years are reviewed which include keywords such as “private brand” and “private label”. In 
addition, publicly available surveys among Japanese retail companies are analyzed, including the 
annual Nikkei retail survey and the annual supermarket statistical research report by the Japan 
Supermarket Association. 
Four underlying motives of major Japanese retailers to grow private labels are identified. The 
first motive is to differentiate through price, appealing cost effectiveness of the entire retailer’s 
brand. The second motive is to differentiate through “smart value”, which aims at outperforming 
rivals in terms of the gap between perceived price and benefits. The third motive is to differentiate 
through unique value by offering goods with exclusive features. The last motive is to differentiate 
through cumulative advantage, where goods are specifically designed to create or modify consumer 
habits over time. The findings suggest that the traditional two-dimensional concept of price and 
quality and tiered brand schemes are outdated to explain recent trends in private labels. This 
conceptual paper offers a new way to incorporate unique and long-term value perspective into the 
investigation of private labels. 
1  Introduction 
Private label products have become an essential part of our daily lives around the globe. No 
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matter if we go to supermarkets, drug stores or even electronic supply stores, we are able to select 
from a large variety of products which are sold under the retailer’s own label. They represent a 
significant opportunity for retailers to differentiate products and enhance profitability while serving 
the wide and changing tastes of consumers. 
From a global point of view, private labels achieved impressive market penetration, and the 
positive trend continues to grow. 89% of shoppers worldwide were buying private labels in 2013 
(Euromonitor, 2018). Japan is the world’s second largest retail market (IBP, 2015), and private labels 
are slowly but steadily gaining in popularity, which makes this market a particularly interesting 
research object. In addition, understanding the underlying market dynamics challenges some 
common conceptions such as Japanese consumers to be traditionally brand-conscious buyers, who 
are willing to pay a premium price for products with well-known brand names and who are less 
interested in low quality or low-priced goods. 
This paper analyses recent trends of major Japanese retailers to expand private labels and 
their underlying motives, with special focus on the packaged consumer goods market. First, a 
literature review and statement about the research gap is given, followed by an analysis of recent 
retailer activities in private label development using case examples and related survey data. 
Subsequently, customer-oriented motives are discussed and their opportunities and challenges to 
meet dynamically changing needs, before ending with concluding remarks. 
2  Literature review
Private labels, sometimes also called private brands, store brands, house brands, own brands, 
own label or retailer brands, have been present in the marketplace for several decades. Although 
the exact definition of the term varies among marketing professionals and practitioners, the 
retailer’s ownership and exclusivity are a common theme throughout the literature. Armstrong 
& Kotler (2014) define private brand as “a brand created and owned by a reseller of a product or 
service”. According to the private label manufacturer’s association, a private brand encompasses 
“... all merchandise sold under a retail store’s private label. That label can be the store’s own name 
or a brand name created exclusively by the retailer for that store.” (PLMA, 2017). The Japan 
Ministry of Internal Affairs and Communications counts those products as private labels which 
are planned and developed by major retailers such as superstores and which are sold under their 
own brand (MIC, 2017a). They can be found across many fast-moving consumer good categories 
such as processed foods, soft drinks and toiletries, but retailers have extended the line-up even to 
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more complex durable goods such as electronic devices and even services including mobile and 
insurance services. 
The reasons for retailers to develop private labels are manifold. One commonly stated reason 
is that they lead to higher gross margins compared to manufacturer brands (Richardson et al., 
1996), mainly because of lower investments on product development, commercialization and 
advertisement. In many cases, retailers purchase products under the private label at wholesale 
prices which are only slightly above the marginal costs (Liu & Wang, 2008). By doing so, profits can 
be secured even in a highly price competitive market. Researchers have identified positive effects 
on the demand for manufacturer brands which can help raising the profitability of entire product 
categories (Vahie & Paswan, 2006). Others argue that retailers use private labels as bargaining 
tools so they can negotiate better prices, ordering or delivery terms with manufacturers (Ailawadi 
et al., 1995; Chintagunta et al., 2002; Narasimhan & Wilcox, 1998). As the label is solely managed 
by the retailer, the company has more control over the product from research and development, 
distribution, merchandising and marketing. Miquel-Romero et al. (2014) argue that private labels 
have potential of building long-term customer relationships as they increase consumer’s propensity 
to buy private labels even in new categories. The Japanese literature lists the ability to secure 
profits, strengthen negotiation power and to diversify product offering as the primary objectives 
(Shigetomi, 2015; Yahagi, 2014; Fujino, 2009). In the 2015-2016 Private Label Sourcing Survey by 
Deloitte, one of the largest surveys on this topic, retailers were asked to identify their primary 
objective for developing private labels. The most stated objective was to create a lower price 
alternative at equivalent quality (59% for grocery and 42% for general merchandise), followed by 
establishing exclusivity and differentiation (12% for grocery and 23% for general merchandise). Only 
8% and 13%, respectively, stated to develop private brands primarily to build a “price fighter” brand 
in the product category (Deloitte, 2015). 
Literature on brand management considers a two-dimensional space using relative price and 
quality vectors to determine the positioning of private labels against established manufacturer 
brands (Bakker, 2015; Riezebos, 2003). The most common are two-tier (low, mid-tier, Steiner 
(2004)) or three-tier (low, mid, premium tier, Lamey et al. (2007)) brand schemes. Yang & Wang 
(2010) define low tier as acceptable quality at the lowest price, mid-tier as equivalent quality (to 
manufacturer brands) at lower price and premium tier as higher quality at a high price. Kumar 
& Steenkamp (2007) distinguish between three positioning strategies “generic”, “copycat” and 
“premium”. Here, generics are seen as products with little added value, often poor quality and 
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available at a price less than half of that of the leading manufacturer brand (Nishikawa & Perrin, 
2005), while copycats are goods which re-create well-known brand products by imitating their 
features and packaging, positioned at an equal quality level but priced moderately lower than 
the original manufacturer (Bakker, 2015). Finally, the term premium is used for goods which are 
positioned in the high quality and price segment, with a quality level equal to or even superior to 
that of manufacturer brands (Sayman et al., 2002). 
Similar to the three-tier brand model discussed above, the Japanese literature distinguishes 
between three categories that emerged in the last decades but uses terms slightly differently. 
According to Yahagi (2014), supermarkets in particular increased their ef forts into creating 
“generic brands” in the 1970s, which are defined as low quality product at low cost, to cope with the 
challenges resulting from economic downturn and strong price competition. Products classified 
under “standard brands” were introduced later with a quality level similar to leading manufacturer 
brands, which have been further improved in the 1990s to match diverse customer needs. This 
was also the time when “premium goods” under the private label were introduced and surpassed 
the quality of their established counterparts (Yahagi, 2014). The author suggests that there has 
been a shift historically, from private labels which appeal cost effectiveness (kakaku sokyū gata) 
to more quality-oriented labels (hinshitsu jūshi gata). One argument is that established brands 
take countermeasures by raising the quality of own their products, making private brand options 
obsolete in the consumer’s mind. This in turn forces retailers to enhance their quality level 
continuously (Tsuchihashi, 2010). 
The above overview shows that both Western and Japanese literature uses price and quality 
vectors to explain different positioning strategies of retailers. However, a look at the recent years 
suggests that private label segmentation has become more sophisticated and diversified. For 
example, Topvalu by Aeon Group, one of Japan’s biggest private label in the market has a three-
tier brand scheme that consists of Topvalu Best Price, Topvalu and Topvalu Select labels, but also 
offers Topvalu GreenEye (toppu baryū gur īn ai) which promotes safety, health and sustainability-
oriented features. According to a company statement, this label is treated separately from the three-
tier scheme (Aeon Group, 2014). Other major retailers used to offer two-tier brand schemes such 
as Seven & i Premium and Seven & i Premium Gold by Seven & i Holdings, but the company has 
further diversified into several sub-labels, including Seven & i Premium Fresh and Premium Lifestyle 
(Seven & i Holdings, 2017). 
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This trend of label diversification suggests that a two-dimensional price/value approach with 
tiered brand schemes shows an incomplete picture of the market. Furthermore, Japanese literature 
tends to focus on strategic, organizational and contractual issues between producers and retailers 
to understand the company’s motivation, while relatively few take a customer-oriented view and 
integrate the issue of brand and product value perceptions. The aim of this paper therefore is to 
better understand the situation in Japan by investigating recent activities and underlying motives 
of Japanese retailers to develop and expand private labels. This analysis takes a fundamental shift 
in consumers attitudes towards higher price-sensitivity and value orientation into account. Special 
focus is put on major retail companies as they cover the majority of the market share (Toukei Data, 
2017). The findings should help to understand why and how retailers are growing private labels 
to meet customer needs and how this can be explained despite the commonly known high level of 
brand consciousness of Japanese consumers. The findings should also give directions for future 
research on key differentiators of private labels and the impact on consumer perception. For this 
analysis, articles from professional magazines and newspapers including Diamond Chain Store, 
Chain Store Age and Nikkei Marketing Journal published within the last few years are reviewed 
which include related keywords such as “private brand” and “private label” (puraibēto lēberu, PB 
shōhin etc.). In addition, surveys among Japanese retail companies are analyzed, including the 
Nikkei annual retail survey as well as the annual survey conducted by the Japan Supermarket 
Association (JSA) and the Private Label Manufacturer’s Association (PLMA). Various market 
reports and company statements by major retailers are examined to understand industry / 
company specific trends. 
3  The private label landscape in Japan 
From a global perspective, the market penetration of private labels is still relatively low in 
Japan. In a report from 2011, PricewaterhouseCoopers made a forecast for the 2010 -2015 period 
that only 9% to 11% of the market’s total value would come from private labels in Japan, putting the 
country on the 18th place in a global survey among 21 countries. These numbers are significantly 
below the global average of 22% and 24% (PwC, 2011). Euromonitor International comes to a similar 
result in a report published in 2015 which suggests that Japan is the only Asian market among 
the 10 largest global private label markets, but has the lowest private label penetration with an 
estimated share of less than 10% (Euromonitor, 2015). Yahagi (2014) argues that the relatively low 
penetration rate of private labels in Japan can be explained by the fragmented nature of the retail 
industry. The author suggests that Japan’s retail industry consists of many small and independent 
stores which do not have the capacity to develop or market such products on a large scale. 
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Nevertheless, the market is constantly growing and is gradually changing the retail landscape 
which has been dominated by manufacturer brands in the past. In 2013, the market size of private 
label business for food and non-food products in Japan has grown to approximately 3 trillion JPY 
and is expected to grow further to 3.2 trillion JPY by 2017 (Japan Marketing Association, 2017b; 
Chain Store Age, 2014; Fuji Keizai, 2014). In fact, the U.S. Agricultural Trade Office provides 
positive private label growth projections for Japan in all five retail types (general merchandise 
supermarkets, supermarkets, convenience stores, Co-op and others) between 2012 and 2017, with 
growth rates of up to 29.86% in the case of convenience stores (Aoki & Oakley, 2016). According to 
a survey among Japanese supermarket operators from 2017 conducted by the Japan Supermarket 
Association (JSA), 75% of the respondents stated to offer private label goods. Almost half of them 
(49.1%) expressed that sales with private labels have increased in 2017 compared to the previous 
year 1. Only a minority of 11.8% of the total sample has been confronted with decreasing sales (JSA, 
2017). In the 49th Japan retail survey conducted by Nikkei Marketing Journal, more than half of the 
companies (56.5%) stated to expand sales generated by private labels (Nikkei MJ, 2016). It is also 
worthwhile to mention that Japan is already represented in five of the 50 largest markets for private 
label worldwide, primarily related to chilled and processed food, with four of them having positive 
growth projections for the 2015-2020 period (Reklaite, 2015). 
The Japanese private label market is dominated by a few major retailer brands. The four 
biggest in terms of sales are Seven & i Premium (Seven & i Holdings), Topvalu (Aeon Group), Co-op 
(Japanese Consumers’ Co-operative Union) and CGC (CGC Group). Together, they accounted for 2.5 
trillion yen in 2015, a 7.7% increase from the previous year (Diamond Chain Store, 2016c). Among 
these brands, Seven & i Premium holds a unique position, not only because it takes the biggest 
share of 1.1 trillion yen but also because of its strong growth rate of 22.8% in 2015, significantly 
exceeding competitor performance. According to the 2017 Nikkei business map (Nikkei gyōkai 
chizu), Seven & i Premium and Topvalu alone have a market share of almost 70% (Toukei Data, 
2017). Data from the Japan Supermarket Association further suggest that company size matters, 
as the share of companies offering private labels is positively related to the number of stores under 
operation ( JSA, 2017). 
The following elaborates on the trends, activities and underlying motives behind private label 
strategies of major Japanese retailers that were identified during the review of market reports, 
1  For large retailers which operate at least 51 stores, these numbers increase to almost 90% and 60%, respectively. 
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professional magazines, newspaper articles, surveys and scholarly articles. 
3.1 Demonstrate price effectiveness 
The launch of price-oriented goods (kakaku sokyū gata) under the retailer’s brand in the 
early 1970s represents the origin of the Japanese private label market (Ohno, 2015). The primary 
objective of this form is to attract customers by offering products which are functionally equivalent 
to national brands but positioned at a lower price. In retail management, it is often argued that 
companies use this strategy in times of a price war to offer a low cost alternative without damaging 
the national brands’ equity (Rao et al., 2000). The economic situation and outlook of a country also 
can have a big impact on the success of price-oriented private labels. Quelch & Harding (1996) 
claim that private label market share generally goes up when the economy is suffering and down in 
times of favorable economic conditions. When consumers are more cautious in spending and more 
price sensitive in economically difficult times, retailers can rely on low-cost labels to meet sales and 
profit targets. This fits to the insight by Shill et al. (1995) that the share of private labels and generic 
products in Japan has significantly grown in many markets after the collapse of the Japanese bubble 
economy in the early 1990s (Kato, 2009). 
Miyashita (2010) suggests that management in the Japanese retail industry is reshaping its 
focus on private labels since 2008 in the context of the global recession triggered by the American 
subprime crisis. The high cost pressure caused by rising oil and material prices further pushes 
retailers to look for new ways to secure their profits. Several indicators suggest that the social and 
economic conditions remain quite challenging for retailers, as the country’s economic growth 
came to a halt in the aftermath of the Great East Japan Earthquake in 2011. According to the Japan 
statistics on salary from 2015 (Kokuzeichō, 2015), the share of population with annual salary of 
equal or less than 3 million JPY is 39.9%, which is an increase of more than 2 percentage points 
compared to 10 years ago (37.6% in 2005). Considering the debate of a growing share of non-regular 
employees with lower income than regular employees (JILPT, 2016), more people are expected to 
take budget cuts in everyday consumer spending. Data by Trading Economics shows that Japan 
consumer confidence took big hits by the subprime financial crisis in 2008, the Great East Japan 
Earthquake in 2011 and consumption tax hike in 2014. Although the index is slowly recovering, it is 
still below 2013 level (TradingEconomics, 2018). 
Several data sources suggest that the economic situation has a big impact on consumer 
spending behavior. According to a survey among Japanese retail buyers conducted by Musashino 
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University, the share of respondents who agreed that consumers are “aggressively saving money” 
has increased from 35.8% in 2016 to 41.8% in 2017 and 37% in 2018. 72.9% of retail buyers confirmed 
the importance of addressing needs of low-end consumers (Diamond Chain Store, 2017, 2018). A 
report from Euromonitor warns that “many Japanese consumers are concerned about their future 
financial prospects and are thus restricting spending where possible” (Euromonitor International, 
2017). Even for dual-income households, Miura & Higashi (2017) find that the savings rate has 
increased by 0.78 to 0.88 percentage points between 2007 and 2015, when controlling for income 
and financial assets. This trend is expected to continue as the level of consumer confidence and 
expectations towards economic recovery remains at a relatively low index below 45 (RTTNews, 
2018). 
In this environment, where the preference of Japanese consumers towards lower priced goods 
tends to become stronger, retailers are increasingly investigating the role of their private labels in 
fighting the price pressure. For example, Aeon Group announced in early 2018 to lower the prices 
of 100 items under their Topvalu label about 10% on average, a continuation of a price reducing 
campaign initiated in 2016 (Nikkei, 2018; Nikkei MJ, 2018). Similarly, Seiyu announced to reduce 
100 items under its private label for an average of 7% (Seiyu, 2017a). Half of the respondents in the 
50th annual retail industry survey conducted by Nikkei Marketing Journal stated that they plan 
to increase private label goods which are cheaper than manufacturer brands (Nikkei MJ, 2017a). 
Increasing product sales which are “slightly less expensive” and “significantly less expensive” than 
established brands were the only options which got higher response rates than the previous year. 
According to the 2017 Japan Supermarket Association survey, the most common feature of private 
label goods, which retailers want to appeal to consumers is “low price”, with a response rate of 74.9% 
among 183 surveyed companies (JSA, 2017). 
However, low price does not necessarily mean to undercut manufacturer brands with heavy 
price discounts, nor can it be concluded that retailers want to appeal cost effectiveness at the 
expense of quality. In fact, a survey conducted by the Japan Management Association at the 
Private Label Trade Show Japan in 2017 reveals that only a minority of 22.2% stated that they 
want to develop more goods which are priced below national brands, and even fewer (6.7%) 
stated to position themselves at a lower quality level than manufacturer brands (Japan Marketing 
Association, 2017a). One example that illustrates this trend is the private label Kihon No Ki by Seiyu 
Ltd. which was launched in 2012. Featuring very simple design and packaging, these products 
cover essential daily good categories such as detergents, cleaning agents and kitchen utilities. 
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According to Diamond Chain Store, the aim is to appeal the price effectiveness of the Seiyu brand 
to customers by offering the lowest price in a given category, planning for further expansion of the 
brand across items for everyday consumption. The product development director at Seiyu confirms 
that these products are positioned at “basic quality”, but also emphasizes that quality level should at 
least be on par with manufacturer brands (Diamond Chain Store, 2016d). 
3.2 Appealing consumers with smart value
In a discussion of new emerging trends among Japanese consumers, Salsberg (2010) refers to 
the “hunting for value”, where more consumers make cuts in their overall spending and question 
the ef fectiveness of spending extra money for convenience. This is quite dif ferent from the 
traditional view of the Japanese consumer who is willing to pay a premium price for convenience, 
brand recognition and social status. Instead of aiming for the highest quality product to meet one’s 
needs in the “best” way possible, consumers are seeking for the “smartest” solution which has the 
right balance between perceived price and benefits. This idea is similar to the “good-value pricing” 
discussed by Armstrong & Kotler (2014) which stands for “just the right combination of quality and 
good service at a fair price”. Kubacki (2015) confirms that if the consumer perceives a good value 
from a brand, they can be expected to evaluate it positively and develop a positive attitude. 
It appears that the observations of Salsberg (2010) are not just temporary but reflect a 
general shift in purchase attitudes that is gradually changing consumer spending patterns. The 
Mitsubishi Institute for Food Strategy (Mitshubishi Shokuhin Senryaku Kenkyūjō) which regularly 
investigates the buying behavior of different customer segments puts special attention to the “new 
economical group”, a growing number of customers who have a relatively low income but still want 
to enjoy daily life in a “smart” manner. Similar to the definition by Armstrong & Kotler (2014), 
the authors explain that “smart” here means to get the most out of a purchase given the limited 
amount of money available for disposal. Despite their financial restrictions, this emerging group 
has “surprisingly no sense of sad resignation” (translated from Diamond Chain Store, 2016b). 
According to the Hakuhōdo Institute of Life & Living, this “new cost performance mindset” is 
changing the retail landscape that is driven by consumers who seek the best possible product at 
the lowest possible price. “Even if priced a little higher, a better cost performance is perceived 
if the product is more durable, more effective or shortens time” (translated from NHK, 2017). A 
research paper by the U.S. Commercial Service confirms that “the Japanese consumer was always 
known for being quality oriented and rather picky, but now is also frugal” (Ikeda & Okamoto, 2015). 
Consequently, quality and value for money are the top motivators for Japanese consumer’s brand 
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loyalty according to an Epsilon survey conducted in 2015 (Enterprise Innovation, 2015). 
Although private labels have always been regarded as an ef fective way to communicate 
primarily reasonable prices, quality becomes an increasingly important factor which is evident in 
the growing number of quality-oriented (hinshitsu jūshi gata) private labels (Ohno, 2015). According 
to the 2016 retail survey by Nikkei MJ, 41.5% of the respondents stated that they developed value-
oriented goods under their private label which are at the same or even higher price level compared 
to established manufacturer brands. In addition, 14.1% of the respondents stated that they plan 
to replace price discounts of manufacturer brands with goods with their own label to improve 
profitability, a 4.5 point increase compared to the 2014 study (Nikkei MJ, 2016). The survey results 
from the Private Label Trade Show Japan in 2017 reveal that the majority aims to elevate the 
product quality of their own label at least to the same level of manufacturer brands (53.4%), if not 
higher (39.9%) (Japan Marketing Association, 2017a). Both high quality/luxury feeling (29.4%) 
and low price (27.3%) were the most frequently mentioned characteristics of future private brand 
products under development. It can be argued that instead of focusing on one of the extremes 
within the quality/price dimensions, Japanese retailers distinguish themselves from leading 
manufacturer brands by taking a more balanced approach between the two to convey “smart” 
or “good” value of their products. As the CEO of Seven & i Holdings puts it in an interview with 
Diamond Chain Store Magazine in 2015: 
“The times when price discounts generated more demand is over. The question now is how 
many and what products with better value or taste we can offer to the market. When prices rise, it 
becomes more important to develop products which are just a little bit better or which can be used a 
little longer ” (translated from Diamond Chain Store (2015b))
Consequently, repositioning the private label against established brands and communicating 
a more balanced offering in terms of perceived quality and price becomes a critical success factor. 
As an example, Seiyu Ltd. started a two-tier private label strategy in 2013, after it’s Great Value 
(GV) line-up, a private label adopted from the US parent company Walmart Inc., had weakened 
in market presence (Nikkei Messe, 2013). The company is now expanding its offerings through 
the price-oriented label Kihon no ki but also a value-oriented brand Minasama no Osumitsuki. 
Featuring separate logos and package design across distinct product categories helps customers 
to distinguish both line-ups. For the latter, the company emphasizes their strict quality criteria (at 
least 70% of responses in consumer tests need to have “very good” or “good” evaluation) and value 
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adding features such as seasonal flavors or economical package size (Seiyu, 2017b). In an interview 
published by the Diamond Chain Store Magazine, the product development and strategy director 
explains as follows: 
“Our fundamental thinking towards private label is to have products which exceeds the quality 
level of national brand products (...). Taking the low price for granted, we think it is important 
to of fer higher quality than national brand products.” (translated from Diamond Chain Store 
(2016d)). 
Aeon Group also reorganized its private label branding in 2014 by consolidating its eight sub- 
labels of its popular Topvalu into a three-tier brand scheme consisting of Topvalu Best Price, Topvalu 
and Topvalu Select, making the branding simpler and more transparent to consumers. While 
Topvalu Best Price remains a price-oriented label for daily necessities, Aeon aims at embracing “new 
and enhanced value” by providing a wide range of goods of reassuring quality for reasonable prices 
under the Topvalu label and higher quality and performance goods under the Topvalu Select label in 
terms of ingredients, function, and production processes (Aeon Group, 2014). 
“Smart value” also plays a growing role in markets where products are positioned only at the 
extremes within the price/quality dimensions. Seven & i Holdings launched Seven & i Premium 
Fresh in 2017 as a sub-label of its popular Seven & i Premium label, specifically targeting the 
perishable food market of fruits and vegetables, meat and seafood. According to the project leader 
responsible for the company’s group merchandising, the aim of this new brand is to raise customer 
loyalty by offering “high quality at reasonable prices” in a market which has been polarized into two 
opposites, the low-priced commodities for the regular customer and the high-priced organic food 
sector which targets more health and environment conscious customers (Nikkei Trendy Net, 2017). 
Under its already popular Seven & i Premium label, the company aims at attracting customers 
with products that provide a sense of “high food safety and security” by tight control and clear 
communication of the production origin and processes. 
3.3 Growing focus on unique value 
The diversification of private labels through multi-tiered pricing, adding features or better 
communication of established production process are based on the idea to win customers by 
outperforming competitors in terms of the perceived gap between price and benefits. However, 
a closer look at the 2017 survey report by the Supermarket Association of Japan reveals that a 
創価経営論集　第43巻 第２号 
significant share of retailers tries to prevent competition and put exclusivity through unique value 
into the core of the private label strategy. When asking large retailers (operating at least 51 stores) 
about the benefits of introducing private labels, the share of respondents agreeing to “enhance 
competitiveness against rivals” is not only the lowest among all respondents (58.1%), but also 
records the strongest decrease in the past years, dropping 27.2% percentage points compared to 
2014 (JSA, 2017). At the same time, some of the most frequently stated appeal points for future 
private label products suggest more distinctive features, including “health-oriented” (55.2%) and 
“simplicity & convenience” (51.7%). Seiyu Ltd. for example made an official statement to put more 
efforts into developing products which have not yet been created by established manufacturers 
before (MarkeZine, 2014). 
Seven-Eleven’s “Gold bread” (kin no shokupan) which was launched in April 2013 under the 
Seven & i Gold label illustrates the idea of providing unique value and separating oneself from 
competing products. Although bread itself is a well-established product category in the Japanese 
retail market, Seven-Eleven communicated distinct value through the use of natural and unusual 
ingredients (French butter, cream and special malt) and unique production processes (investing 
more time for fermentation time under low temperature) (Okada, 2013). 650,000 units were sold 
within the first 15 days after product launch, which is surprising considering the fact that the 
product was priced more than 50% above regular bread from well-known manufacturer brands at the 
time of product launch. However, the label reflects the retailer’s brand concept which emphasizes 
its focus on uniqueness rather than its relative position against competitors as explained below 
(Okada, 2013): 
•  Not getting involved in price competition
•  Provides value that is not delivered by national brand products
•  Own the value that clearly distinguishes from other products 
Similarly, the Consumers Co-operative Union (Co-op) introduced a new sub-label Coop quality 
in June 2015 as part of a larger initiative to renew about 4000 items sold under their main Coop label 
within 3 years (Diamond Chain Store, 2016c). Coop quality is seen as a value-adding label under 
which products need to meet the following criteria in order to be introduced to the market 2 : 
•  Clear connection between the used ingredients and production processes and taste
2   Translated from http://goods.jccu.coop/feature/promise4/coop_quality/
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•  Clear distinction with products from competitors
•  Achieve a minimum of 80% approval rate in monitored consumer tests (stating “tasty”) 
Finally, the Euromonitor Snapshot of Global Trends in Private Label uses Aeon’s Topvalu 
GreenEye as an example of how the company targets entirely new customers with a health- and 
environment-oriented lifestyle (Yu, 2016). As part of a brand reorganization initiative launched in 
2014, this label was positioned separately from their three-tier brand scheme of Topvalu by focusing 
on organic product development with reduced use of chemicals (Aeon Group, 2014). As Aeon has 
more control over the product from development to marketing and sales, the company is able to 
oversee and communicate the origin of ingredients and production processes more transparently 
and appeal to the growing number of health-oriented consumers. Similarly, Japan’s second largest 
convenience store Lawson achieved success under its Natural Lawson label by offering a “green 
smoothie” made from cruciferous vegetables, kiwi and apple, a product not sold before by any 
other manufacturer or retailer. Within 5 months after its launch in 2015, the company was able to 
sell 6 million bottles (Diamond Chain Store, 2015a). The company continues to capture the health 
market by expanding the line-up of products such as “Natural Lawson snacks” made with untreated 
ingredients and under gentle production processes 3. 
The increasing market power of major retailers and the need to grow value through unique 
offerings also leads to closer collaborations between established brand manufacturers and retailers. 
This is possible as leading companies established a strong network of partners over the years that 
enables the retailer to enter exclusive cooperation agreement and oversee the whole process from 
research and development, procurement, marketing and sales (Yahagi, 2014). For example, Seven-
Eleven lists names of its private label good manufacturers on the packaging which is often a well-
known and established national brand (Chain Store Age, 2014). More recently, the collaboration is 
communicated directly to the consumer by developing co-branded goods. The convenience store 
chain Natural Lawson and the food company Bel Japon have released a chilled dessert range under 
the brands kiri and natural sweets that featured unique ingredients (Yu, 2016). Similarly, Seven 
& i Holdings worked together with Coca- Cola Japan to develop a co-branded green tea (Hajime 
ryokucha) and canned coffee (Georgia private reserve), from which the latter was sold 95 million 
times within the first 11 months after product launch. Both products featured the logo of Coca-
Cola and the Seven & i Premium label. The aim of this collaboration was reportedly to benefit from 
Seven-Eleven’s power to gain customer insights and Coca-Cola’s brand and marketing strength 
3   Retrieved from https://www.lawson.co.jp/recommend/original/kenkosnack/index.html
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(Diamond Chain Store, 2015b, 2016c). 
3.4 Influencing consumer habits
Although evidence in the private label market is still rare, a few cases are identified which 
suggest that Japanese retailers are deliberately using private brands to change or deepen existing 
consumer habits to their advantage. This is illustrated in a co-branding initiative launched by 
Seven & i Holdings with Lotte Confectionary for Lotte’s popular milk chocolate Ghana. Instead of 
creating a wholly new product as in the case of brand collaborations like the kiri / Natural Lawson 
dessert mentioned above, the Ghana chocolate with its well-known logo, font and red color of 
the established Ghana brand was kept, with only slight adjustments of the packaging, such as 
the additional Seven & i Premium logo and minor changes in shape. The merchandiser in charge 
revealed in an interview with the Diamond Chain Store Magazine that the co-branding initiative was 
launched to “attract customers who are used to buy the Ghana brand” (translated from Diamond 
Chain Store, 2016a). It is argued that penetrating the chocolate market with private labels was 
considered to be difficult as the market is dominated by established manufacturer brands. Even 
though the chocolate market itself is growing strongly for premium versions, Seven & i Premium 
was not able to get a foot into the market, even after testing several value-added products. The 
company eventually found through market analysis that consumers were used to buy chocolate 
from their favorite brand and hesitated to switch to a private label. Consequently, a co-branding 
initiative was seen as a feasible approach to let customers try out the product without the necessity 
to withdraw from their favorite brand (Diamond Chain Store, 2016a). In other words, the primary 
motive of this co-brand initiative was to let customers get exposed and gradually grow accustomed 
to the Seven & i Premium label for this product category. 
A similar idea is raised in the discussion of the retailer’s new sub-label Seven & i Premium 
Fresh which covers perishable food including fruits and vegetables, meat and seafood. To reach 
ambitious growth targets of the central Seven & i Premium label 4, among others, the CEO of Seven 
& i Holdings stated that the Premium Fresh sub-label was launched to “develop quality products, 
which consumers will purchase frequently and in high quantity” (translated from Nikkei MJ, 
2017b). Furthermore, a member of the merchandise restructuring project at the group company 
states that the high brand awareness of the Seven & i Premium label among convenience store 
4  The company reportedly aims at expanding the number of those products, which are sold under its central brand 
Seven & i Premium and generate annual sales of more than 1 billion JPY, from 192 in 2017 to 300 in 2019 (Seven & i 
Holdings, 2017)
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customers can help boost sales if applied to the group’s supermarket business as well (Nikkei, 
2017). A key differentiator here is to get consumers accustomed to the private label through regular 
and frequent purchases, even across channels such as convenience stores and supermarkets. 
This fits to the insights of Porral & Levy-Mangin (2016) that the role of familiarity becomes more 
important in influencing consumer behavior through private labels which are frequently purchased 
and are strongly associated with consumer trust and loyalty. By offering a clear and consistent 
branding across many perishable goods via the Seven & i Premium Fresh sub-label, Seven & i 
Holdings is not only able to reposition themselves between low- priced commodities and high-priced 
organic food, but also save customers from excessive choice which can produce “choice paralysis” 
and dissatisfaction (Schwartz, 2006). 
4  Discussion 
While Western and Japanese literature has studied the development of private brands 
especially in the early stages of price- and quality-oriented goods, research on more recent 
diversification attempts and their underlying motives has been relatively modest. One reason might 
be the fact that market penetration in Japan is still low from a global perspective. However, private 
labels are clearly on a growth path which is remarkable considering that Japanese consumers are 
known for their relatively strong brand consciousness and preference for premium priced high-
quality products over cheap alternatives. It has been argued for a long time that Japanese belong to 
a collectivist culture and therefore are sensitive to brand names and price which are visible products 
cues that represent their social status (Johansson, 1986; Moriuchi, 2016). This characteristic has 
influenced buying patterns for many product categories, including food and other fast-moving 
consumer goods (Ashkenazi & Jacob, 2003). 
On the other hand, Hines & Bruce (2001) observed that Japanese have become less loyal, 
looking for the best deal, not only in terms of quality and brand awareness, but also price 
and convenience. In the 2014 Global Private Label Report by Nielsen, only 32% of the survey 
respondents from Japan strongly agreed to the statement “I am loyal to the name-brand products I 
purchase”, and an even lower share of 25% strongly agreed that “private labels are not suitable for 
when quality matters”. Both numbers are the lowest within the set of investigated Asian countries 
(Nielsen, 2014). These findings suggest that modern Japanese consumers are not only less loyal 
to well-known brands but also have a relatively positive attitude towards private labels in general. 
Consumers may therefore switch between established brands and private labels more easily. 
Kikuchi (2011) even supposes an increasing competition among different private labels themselves 
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as consumers are comparing and choosing the best alternatives across retailers. 
The Japanese retail industry has found private labels an appropriate way to address the 
consumer’s new mindset. Focus has been on low cost alternatives and “me-too” products in the past, 
which featured similar packaging and attributes compared to established manufacturer brands. The 
literature suggests that there has been a general shift away from these simple, price-oriented goods 
to higher-priced quality-oriented options over the decades to keep the respective label relevant to 
the consumer (Yahagi, 2014; Tsuchihashi, 2010). However, data presented in this paper suggest that 
this shift is not enough to explain the diversification of private labels especially in the last few years. 
Retailers have diversified into many different forms of private labels, that also provides unique 
features not offered elsewhere and which bind the customer to the retailer’s brand across channels. 
Several cases of major private label rebranding initiatives are identified where new (sub-)labels are 
created or consolidated, to position them in more transparent ways. Furthermore, retailers and 
well-known manufacturers are now collaborating more closely and in more creative ways, ranging 
from co-development to co-production and co-branding agreements. The following discusses four 
motives of major retailers behind the diversification of private labels. 
First motive: Differentiating through price 
The idea of offering goods at a lower price than national brands under the retailer’s label has 
been discussed in previous literature, especially as a way to survive under strong price pressure 
in economically tough times. For example, Co-op and Daiei drastically reduced prices of their own 
label products in 1992 including orange juice, mayonnaise and detergent in the aftermath of the 
bubble burst (Nikkei, 2016). In hopes to secure big orders by retailers and to increase production 
plant utilization rates, more manufacturers were willing to produce under the retailer’s label. Sato 
(1995) therefore argues that low priced private labels have been used in the 1990s by retailers as 
a strategic tool rather than just a marketing tactic. It can be argued that the growing negotiation 
power of retailers had a reinforcing effect to accelerate the development of private labels (Sato, 
1995), which were dominated by “copycat” products with lower price tags than alternatives from 
established brands (Kato, 2009). 
In recent years however, the idea of low price/low quality positioning appears to lose in 
significance. While a tiered brand model is still relevant for some retailers, the majority refrains 
from reducing price at the cost of quality as the 2017 survey by the Japan Supermarket Association 
showed (JSA, 2017). Instead, companies carefully choose specific goods and offer them under their 
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own label as “price fighter” options in key product categories to appeal the cost effectiveness of 
the whole retailer’s brand. These product categories focus on daily necessities such as detergents 
and other kitchen utilities which are bought frequently across a large customer base. In times of 
growing saving rates and modest consumer confidence, it is expected that these goods will attract 
customers who make mostly rational choices based on price. This is in line with Mizuno (2016) 
who points out that the ongoing commoditization of food products will further push retailer to 
differentiate with private labels. Japan is still a nation which is fueled by consumption. 25.8% of the 
monthly household income is spent on food expenses on average, with seniors and young adults 
in their 20s and 30s being the main consumer groups (Aoki & Miyamoto, 2017; MIC, 2017b). 
Household spending on food reached its highest point since 1987 in 2017 (Nikkei Asian Review, 
2017), but increasing food prices had a bigger impact than wage growth, which means more budget-
minded consumers will look for reasonable alternatives in the future. 
However, retailers also have to be aware that differentiating through price has its limits to draw 
customer attention, which makes the integration of branded differentiators inevitable (Mizuno, 
2016). This implies the risk of losing the ability of demonstrate price leadership. In fact, a survey 
among Japanese consumers in Tokyo, Chūbu and Kantō area reveals that although the sense 
of uncertainty towards private labels has decreased between 2009 and 2014, so did the positive 
attribute related to cost-efficiency (e.g. whether private labels help to maintain family budget) 
(Shigetomi, 2015). This is one possible reason why according to this survey, fewer respondents 
agree to the statement that they have chosen a private label over an established manufacturer 
brand at point of selection. Japanese retailers are challenged to win customers also through quality 
(Kikuchi, 2011). However, instead of simply adding quality and performance features, retailers are 
pursuing a more balanced approach among the product/price dimensions which is discussed as the 
second motive. 
Second motive: Differentiating through smart value
Although retailers around the globe promote a wide variety of “value-priced” products, 
this term is often misused as a synonym for low price or bundled price. In Japan, value-oriented 
products seem to fit to the core idea of value as being the cognitive trade-off between perceptions 
of quality and sacrifice (Sánchez-Fernández & Iniesta-Bonillo, 2007; Leszinski & Marn, 1997). In 
particular, many Japanese retailers emphasize cost-effectiveness of their private label products but 
also make small changes in ingredients or production processes to appeal quality attributes as a 
means to achieve equal or higher customer-perceived value compared to established brands. This 
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is consistent with the suggestion by Yang & Wang (2010) and Beneke et al. (2013) that perceived 
relative price and perceived product value is critical in the buying process of private label goods. 
After all, brand value is perceived if the benefits obtained by the brand are higher than the cost of 
acquiring it (Kubacki, 2015; Chen & Tsai, 2008). The case examples presented above show that 
additional value is created in different ways, such as focusing on more freshness and safety of 
ingredients in terms of origin as well as changing the proportion and number of ingredients. To 
communicate the positioning more clearly, retailers further enhanced and simplified their multi-
tiered labels. For example, Aeon has consolidated their eight labels to a three-tiered label in 2014, 
while Seiyu replaced its Good Value (GV) label with a two-tiered label in 2013. 
The opportunity of smart value products is the ability to serve the growing number of 
consumers who seek good quality but also became frugal, without the necessity to discount leading 
manufacturer brand goods. Furthermore, higher consumers’ loyalty can be achieved, as it is mostly 
driven by quality according to Coelho do Vale et al. (2016); Nies & Natter (2012). It is expected that 
consumers can make purchase decisions easier and quicker as the distinction against established 
brands and against other private (sub-)labels of the same retailer is communicated clearer by 
tiered brand schemes and additional information on the packaging. On the other hand, the right 
mix between national and private brand will become more important in the future, as a too strong 
focus on one’s own label can hurt the store image and even the sales performance of established 
manufacturer brands (Yahagi, 2014). For example, Watanabe (2013) found that a too aggressive 
expansion of private labels offered in a certain product category can hurt the store’s image as 
consumers feel being put under pressure by a limited selection of established brands. Early 
signs of this trend are given by Shigetomi (2015) which shows an increasing level of consumer 
dissatisfaction towards a limited selection of established brands. After all, “smart value” is a relative 
term and perceived only by comparison. Reducing the original set of brands for comparison can 
therefore damage the perceived value. 
Third motive: Differentiate through unique value
Instead of closing a “quality gap” with established brands, retailers put more efforts into 
a distinct branding and positioning strategy. The case examples mentioned above show that 
companies are experimenting with a variety of private labels and sub-labels with products not 
offered anywhere else. To be able to create and market exclusive products, retailers enter exclusive 
collaboration agreements with manufactures, which can range from simple co-development to 
full co-branding initiatives. To customers, unique value is communicated by isolating the label 
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from the regular tiered brand scheme. For example, Aeon’s Topvalu GreenEye exists since 1993, 
but was repositioned as a standalone label next to a new three-tiered Topvalu label scheme after 
their rebranding effort in 2014. This enables Aeon to concentrate on health and safety conscious 
customers and appeal exclusiveness through the offer of organic and sustainable foods that contain 
reduced levels of pesticides, chemical fertilizers and synthetic additives. It can be argued that the 
development of unique private label goods is the first step of a full branding approach that adopts 
all elements of brand equity, such as knowledge, salience, performance, and imagery as proposed 
by Rossi et al. (2015). They can also be seen differently from the common concept of “premium 
private brands” with value characteristics of traditional private labels but quality characteristics of 
established manufacturer brands (Nenycz-Thiel & Romaniuk, 2016). 
There are several opportunities involved with the development of private labels that provide 
unique value. It is expected that consumers benefit from a larger variety of products which clearly 
distinguish the retailer from rivals and well-known manufacturers, enhancing the retailer’s brand 
image in terms of innovativeness and creativity. Furthermore, retailers are able to attract more 
distinct target groups (such as health- or environment-oriented customers) that were not among the 
regular customer base before. In case of products co-branded by two familiar brands, consumers 
are more likely to develop a sense of trust and therefore develop a stronger purchase intention 
(Zickermann, 2014; Beezy, 2005). However, a strong focus on exclusiveness can also bear several 
risks, especially if multiple brands are involved. A constantly changing assortment of products that 
are co-branded could lead to confusion regarding each brand’s image. In the worst case, irritation 
can damage the image of both brands (Park et al., 1996). Also, negative spill-over effects could 
affect the other brand unfavorably (Zickermann, 2014). Since established manufacturers are more 
likely to enter co-branding agreements with retailers who provide valuable insights from a large 
customer base, the retailer needs to closely examine the trade-off between strengthening product 
development capabilities at the expense of sharing customer data and market intelligence which 
might be used by manufacturers to develop competing products. 
Fourth motive: Differentiate through cumulative advantage
Two case examples by Seven & i Holdings were given that put the creation or change of 
customer habits at the core of the product strategy. One is a co-branded product of Seven & i 
Premium and Ghana chocolate that aims at gradually accustoming consumers to the retailer’s 
brand in a product category where consumers have developed a strong preference towards popular 
manufacturer brands. The other is a sub-label of the same company for fresh vegetables, meat and 
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seafood, a product category which consumers buy frequently and across the retailer’s multiple 
channels including supermarkets, convenience stores and online shop. 
Price-oriented and value-oriented private labels are based on the conventional idea to build 
competitive advantage by serving a target group of customers better than rivals, either by 
competitive prices or higher quality. Based on the price/value dimensions, a customer’s incentive 
to purchase an offering must exceed its incentive to pursue the next best alternative (Anderson 
& Narus, 1996). However, the two examples above indicates that Seven & i Holdings is aiming for 
building cumulative advantage. Lafely & Martin (2017) refer to behavioral psychology arguing that 
consumers are not making fully rational purchase decisions (in the case of private labels in terms of 
price or value), but simplify and automatically fill in missing pieces of information into the decision 
process. Hence, cumulative advantage is built if a company offers the “easiest” choice instead of 
the “cheapest” or “best” (smartest). Ideally, customers would get accustomed to the brand through 
regular and frequent purchases, avoiding the necessity to make a choice among a large variety 
of alternatives and establishing a sense of trust and security towards the brand (Lafely & Martin, 
2017). 
It is too early to tell whether influencing consumer habits is an industry-wide phenomenon 
of private labels in Japan. However, when the JSA asked retailers about their current and future 
appeal points of their private brands to consumers, the most stated appeal point (69%) is referred 
to “safety & peace of mind” (anzen, anshin), a term strongly associated in Japan with trust and 
familiarity. Furthermore, it is noticeable that over the four-year period, response rates constantly 
decreased for all appeal points among large retailers, including “price” and “quality”. The only point 
which remained basically stable, was the appeal of health-orientated features (JSA, 2017). This 
appears contradictory, as retailers are allegedly motivated to develop more private label goods 5, 
but at the same time care less about appealing specific product features to consumers. One possible 
explanation is that major retailers put greater emphasis on influencing buying habits over time and 
develop a strong attachment to the brand, instead of trying to outperform rivals in specific product 
characteristics. 
Several opportunities of growing cumulative advantage can be pointed out. First, expanding 
the number of stock-keeping units under the private labels across many product categories can 
5  86.7% of those respondents also stated to keep or even increase the number of stock keeping units (SKU) under 
their private label, a trend which is also supported by Nikkei surveys as discussed above.
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help to communicate a simpler and more consistent brand image to consumers. This can help 
solving the consumer’s confrontation with too many choices, ultimately reducing their likelihood 
to buy (Schwartz, 2006, 2004). Secondly, expanding private labels to frequently purchased goods 
and across channels means that consumers are more exposed to the label over time, which may 
help them to develop a sense of familiarity and trust for the retailer. Research suggests that the 
familiarity of private labels has a great influence on purchase intention and loyalty (Porral & Levy-
Mangin, 2016). Thirdly, companies which follow an omni-channel strategy can use private labels 
to help making the consumer experience more seamless across channels, such as supermarkets, 
convenience stores, department stores and online shopping. Here, the private label becomes a 
symbiotic link to the experience that the product and the retailer delivers (Danzinger, 2017). For 
example, a consumer might select the retailer’s private label in a convenience store instead of a 
manufacturer brand because of the positive experience made in a supermarket, which strengthen 
the relationship of trust to the retailer. Private label brands therefore have the opportunity to 
become an integral element of an omni-channel retail strategy to support customers who purchase 
products across many sources. Salsberg (2010) already emphasized that more consumers are 
selecting between different channels, making their behavior less predictable. 
On the other hand, several challenges need to be addressed. Creating new habits or changing 
existing ones requires time and is dependent by the level of brand exposure to consumers. 
The focus on consistency and familiarity across private label products may provide less room 
for experimenting and change as in the case of products with unique and distinctive features. 
Furthermore, if the retailer plans to integrate its private brand across different retail channels, it 
becomes more challenging to manage the label across many different touch-points and to meet a 
variety of needs which may differ dependent by the channel such as supermarket and online store. 
Finally, similar to the previous section, established manufacturers are more likely to enter long-
term collaboration agreements including co-branding if the retailer is able to provide valuable 
market insights. For example, Lotte Confectionary was only willing tie up with Seven & i Holdings 
as the company provided significant consumer data and needs analysis through their sophisticated 
inventory management system (Diamond Chain Store, 2016a). Hence, the retailer needs to be 
aware of the trade-off between enforcing product co-development capabilities and the sharing of 
customer data which might be used against them. 
As Table 1 suggests, the diversification of private labels in Japan can be explained by four 
different motives of retailers to attract and retain customers. Price- and smart value-oriented labels 
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follow primarily a competitive approach to outperform manufacturer brands in terms of the relation 
between perceived price and quality. On the other hand, private labels which focus on unique value 
or are able to create cumulative advantage follow an individualistic approach that tries to isolate 
the retailer from competition. The primary motivation here is not to enter a price war or to surpass 
manufacturers in terms of product features, but to better target specific groups of customers, to 
better serve their needs and to deepen relationships with them over time. It is worthwhile to note 
that the same label can assume several functions in order to fulfil these motives. For example, the 
Seven & i Premium Fresh label offers a smarter choice in the perishable food segment, but also 
helps to increase brand exposure and promote frequent purchase by loyal customers. 
5  Summary and conclusions 
This paper examined recent trends and underlying motives of Japanese retailers in private 
label development based on a review of scholarly articles, survey data, newspaper and professional 
magazines such as Diamond Chain Store and Nikkei Marketing Journal within the last few years. 
The primary motivation for this research is that private labels in Japan have still a low market 
penetration rate compared globally but have seen significant growth rates in the past years, 
with positive growth projections set by several market research institutes. Using case examples 
from professional magazines and company reports, four underlying motives of major Japanese 
Private label motives of 
major retailers




Benefits for consumers (assumed)
Gain competitive 
advantage through price
• Add “price fighter” in key product 
categories to appeal cost effectiveness 
of the whole brand
• Strict quality control to match quality 
level of established manufacturer 
brands
Topvalu best price 
(Aeon Group), 
Kihon no Ki (Seiyu 
Ltd.)
• Facilitates purchase decision by making 
rational choice based on price
• Increase saving rate given a limited 
amount of money at disposal
Gain competitive 
advantage through smart 
value
• Launch or revise multi-tiered branding
• Adding features to existing ones from 
manufacturer brand products
• Enhance communication of added 
features and established production 
processes (including package design)
• Set high targets in consumer tests to 
confirm and improve perceived value
Seven & i 
Premium and 
Premium Fresh 





• Facilitates purchase decision by making 
the best choice with the highest value 
given a limited amount of money at 
disposal
• Enjoy good quality products without the 
feeling of abandoning a “better” option
Differentiate through 
unique value
• Create products with unique features 
and new production processes
• Create private sub-labels to better 
communicate unique value
• Co-branding between manufacturers 
and retailers for entirely new products
• Set high targets in consumer tests to 
confirm and improve perceived value
Topvalu Green Eye 
(Aeon Group), 
Seven & i 
Premium Gold, 
(Seven & i 
Holdings)
• Ability to choose from wider and 
constantly changing selection of 
products
• Ability to choose from products which 
are closer to one’s own specific needs
Differentiate through 
cumulative advantage
• Expand private labels and sub-labels to 
raise exposure for consumers over 
time and across channels
• Co-branding between manufacturers 
and retailers for existing products to 
influence habits
Seven & i 
Premium and 
Premium Fresh 
(Seven & i 
Holdings)
• Develop a sense of familiarity and trust 
for the retailer
• Facilitates purchase decision by making 
choice out of habit






Table 1: Private label motives of major retailers and assumed consumer benefits
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retailers are identified. The first motive is to differentiate through price, in order to appeal cost 
ef fectiveness of the retailer’s brand, while maintaining at least the same quality level as the 
competing manufacturer brand. The second motive is to differentiate through smart value, which 
aims at outperforming rivals in terms of the gap between perceived price and quality. The third 
motive is to differentiate through unique value generated by goods which are not offered by other 
retailer labels or established manufacturer brands in respect of product performance or production 
processes. The last motive is to differentiate through cumulative advantage, meaning that labels are 
specifically designed to create or modify consumer habits and grow loyalty to the retailer’s brand 
over time. 
The findings suggest that the traditional two-dimensional concept of price and quality in terms 
of added features and price discounts is outdated to explain the retailer’s diversification attempts 
in private label strategy. Past literature on private label in Japan suggests that there has been a 
shift in retailer focus from low quality/low price segments to higher quality products. However, 
evidence presented in this study suggests that company focus is not simply geared to either price 
or quality. A more diversified set of (sub)labels are the result of a competitive approach, where 
retailers position themselves strategically against competitors, and an individualistic approach to 
differentiate themselves through exclusive and long-term value. Closer collaboration agreements 
with manufacturers and established brands enables retailers to strengthen their product 
development and marketing capabilities which are necessary to realize this diversification strategy. 
Limitations and future research
This analysis focused on Japanese retailers to discuss how and why retailers differentiate 
their private labels. Motives related to customer-perceived price, value and purchase habits are 
elaborated. Hence, further analysis on the consumer side is needed to understand if and to what 
extend these motives are reflected in actual value perception. It is suggested to conduct consumer 
surveys and in-depth interviews based on the four motives discussed above. Another limitation of 
this research is the primary focus on large retailers. Expanding the scope to all firm sizes would 
help to understand how private labels can be exploited even by small and mid-scale companies to 
succeed in the highly competitive and fragmented market. Mizuno (2016) emphasizes that small 
retailers need to increase their efforts of developing quality-oriented and value-adding goods in 
order to better differentiate themselves and prevent severe price competition. Future research 
should address the question how this can be accomplished even with low resources and limited 
partnerships. Recent signs of consolidation through active mergers and acquisitions also need to be 
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considered which are ongoing in many retail channels despite the highly fragmented nature of the 
Japanese retail industry (Euromonitor International, 2018). 
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　2017 年６月 19 日、韓国の文在寅大統領は「脱原発」を宣言し、「新規の原発建設計画は全面


































の韓国の第一次エネルギー消費量は 295.9 百万 toe であった。割合が大きい順に、石油が 129.3
百万 toe で 42.7％、石炭が 86.3 百万 toe で 28.5％、天然ガスが 42.4 百万 toe で 14.3％、原子力が
33.6 百万 toe で 12.8％、再生エネルギーが 3.6 百万 toe で 1.5％、水力が 0.7 百万 toe で 0.2％とな
る。
　また、総発電量は 540,441 GWh であり、図２は、2016 年度電力におけるエネルギー源別の
割合を示している。石炭が 213,803 GWh で 39.6％と一番高く、次に原子力が 161,995 GWh で
30.0％、LNG が 120,852 GWh で 22.4％、石油が 14,221 GWh で 2.6％、再生エネルギーが 22,936 


























は、６基の新規建設を白紙化し、老朽化した発電所の 10 基（発電量 8.5GW）の寿命延長を中
止することを発表した。これにより、2017 年度基準の原子力発電所の 24 基（発電量 22.5GW）
が、2030 年までには 18 基（発電量 20.4GW）へと減る予定である。石炭発電所の場合は、老
朽化した発電所７基（発電量 2.8GW）を廃止し、６基は LNG へと転換、そして７基（発電量
7.3GW）の新規建設を計画している。新・再生エネルギーの場合は、太陽光と風力を中心にして
2017 年度基準 11.3GW の発電量が 2030 年までには 58.5 GW へとなるよう、発電量 47.2 GW とい
う大規模な新規建設を計画しており、新・再生エネルギーの拡充に力をいれようとしている。さ
らに、分散型電源にインセンティブを強化することを定め、計画としては 2017 年度の 11.2％か
ら、2030 年には 18.4％への増加を目標としている。
　第 8 次電力需給基本計画（2017 年～ 2031 年）によると、原子力発電量は、2017 年の 30.3％か
ら 2030 年は 23.9％へ、石炭発電量の場合は、2017 年の 45.4％を 2030 年には 36.1％へ、新・再
生エネルギーの発電量は、2017 年の 6.2％から 20.0％へと割合が変化することになる（表１）。
　「脱原発」のためにも、エネルギーシフトは積極的に推進するべきである。徐（2017）は、原





























年度 原子力 石炭 LNG 新・再生エネルギー その他 合計
2017 30.3％ 45.4％ 16.9％ 6.2％ 1.2％ 100％







うためにどのくらい LNG 量を増やすべきかを検討した。シナリオの一つは石炭発電量を 20％削
減し、原子力発電量を 10％削減するものであり、もう一つは石炭発電量を 20％削減し、原子力
発電量を 20％削減する案であり、それぞれについてシミュレーションを行った。その結果、前








































































































(5) 電力産業の構造改編についての海外諮問機関として、アメリカの Andersen Consulting 社、FEMA Consulting、
イギリスの Schroder 社、NERA、豪州の Freehill Hollingdale & Page 社が選定された。




１）第１段階 （1999 年１月～ 2001 年４月）
　発送配電を独占した形であり、一部の民間資本の独立発電事業者（Independent Power 
Producer、以下 IPP）が KEPCO に電力を供給する。このとき、取引に導入される予定の CBP
の事前試験が行われた。
２）第 2 段階（発電競争段階）
























































































４）第 4 段階（小売競争段階） （2009 年～）
　2009 年には、一般消費者が発電会社を直接選ぶことができるようにする。すなわち、本格的
な電力自由化が行われる。


























既存 IPP 直取引 
入札購買 
    配電会社 配電会社 
入札購買 
大容量需要家 消費者 消費者 
　　　（出所）産業資源部（1999）『電力産業の構造改編の基本計画』p.6.





















    IPP 発電子会社 
入札販売 
電力入札市場 





































者の間での競争は制限されている。価格決定については、2001 年から 2006 年までは、SMP と
BLMP で市場価格が決定されていた。ところが市場価格制度の変化により、2013 年以降は、適
用の対象によって、MP と PC の最小価格、MP、そして SMP に分けて市場価格が決定されるよ





























(10) 中央給電発電機とは、設備容量が 2 万 kW 以上で、発電の入札をすると同時に給電指示に従って稼動ができる
発電機のことをいう。 

















































　表３は、電力精算単価（2001 年～ 2018 年）である。電力自由化後、その他を除き、発電子会
社の精算単価が徐々に上がっていることがわかる。2012 年頃の電力の精算単価が一番高く、そ
の後、少しずつ下がる傾向が見えるのだが、再び単価が上がっている。韓国水力原子力は、2001
年の 39.8 ウォン/kWh から、2007 年には 39.9 ウォン/kWh に、2012 年には 45.1 ウォン/kWh
に、さらに 2018 年には 64.3 ウォン/kWh に上がってきた。しかし、５つの発電子会社の精算価













2001 39.8 49.0 51.1 58.1 51.6 56.3 69.4
2002 39.7 48.5 51.4 55.2 50.4 55.8 61.2
2003 43.4 48.8 57.3 58.3 57.6 56.4 303.0
2004 39.8 46.5 55.4 55.9 58.4 58.5 69.1
2005 39.4 48.8 61.2 60.6 63.1 61.1 79.1
2006 38.5 47.3 65.6 64.9 70.4 61.7 95.1
2007 39.9 50.0 70.0 65.7 73.9 62.6 98.4
2008 39.8 63.5 87.5 81.1 95.1 80.3 145.3
2009 36.2 64.7 84.3 86.3 87.7 78.9 124.2
2010 40.6 70.0 89.7 92.9 89.5 85.1 129.0
2011 42.8 74.2 97.3 98.0 101.5 91.9 134.7
2012 45.1 75.3 108.2 109.7 113.6 106.3 167.4
2013 45.4 67.4 101.3 102.4 108.2 97.3 159.5
2014 59.5 691 99.2 100.8 110.5 92.3 149.8
2015 65.0 73.5 88.4 91.1 92.9 86.6 116.9
2016 68.9 71.6 84.4 85.6 86.7 84.6 91.9
2017 62.2 76.4 87.5 91.6 91.0 91.9 100.6




所が 49.0 ウォン/kWh、中部発電所が 51.1 ウォン/kWh、西部発電所が 58.1 ウォン/kWh、南部
発電所が 51.6 ウォン/kWh、東西発電所が 56.3 ウォン/kWh で、５つの発電所子会社の中では南
東発電所が一番低く、西部発電所が一番高かった。この傾向はあまり変わらないが、精算単価は





化が行われた直後の 2003 年に 303 ウォン/kWh で、５つの発電所子会社の平均精算単価である
55.7 ウォン/kWh と比べると 5.4 倍に単価が上がっていることがわかる。その翌年からは逆に単
価が下がり、また徐々に上がっていくのだが、KEPCO の発電所子会社と比べても韓国水力原子
力を始めとした５つの発電所子会社より精算単価が高く位置づけられているといえる。
　確かに、電力自由化の直後は KEPCO の場合は赤字を抱えていたが、IPP は大きな収益を得た



































































BP, Statistical Review of World Energy 2018
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Role of Policies and FDI in Shaping 
of the Automobile Industry in India
Shrestha Shahadave
Abstract
This paper reviews the path taken by the Indian automobile industry for the last 7 decades to 
impart a better understanding of the context of the industry and also explain the emergence of and 
the need for foreign investment. India’s automobile development has not been straightforward as it 
has gone through different stages which are normally categorized as before and after liberalization 
periods. Each period is studied in detail from the perspective of policy and in context with Foreign 
Direct Investment (FDI). 
1 Introduction 
Foreign Direct Investment (FDI) plays a very important role in the development of the nation. 
As domestic capital is inadequate for the purpose of overall development of the country, foreign 
capital is seen as an alternative for filling in gaps between domestic savings and investment. 
For a developing nations such as India, FDI is of paramount importance. India attracts FDI in 
various sector and automobile Industry is one of them. The present study focuses on the trends 
of development in auto industry. This study has taken FDI as integral part. Policies made by 
government and reaction of foreign automakers to those policies shaped the Indian auto industry. 
2 Overview
The Indian automobile industry is one of the fastest developing industries in India. The 
automobile sector which comprises of all vehicles, including 2 -3 wheelers, passenger cars and 
multi-utility vehicles, light and heavy commercial vehicles, and the auto components sector, has 
attained a turnover of more than USD 67,724 million in 2016 -17 (SIAM, 2018). 
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India’s automotive industry is an important cog in the country's growth engine. Many global 
automakers are now present in Indian market. Many joint ventures have been set up with foreign 
collaboration, both technical and financial, with leading global manufacturers. Also, a very large 
number of joint ventures have been set up in the auto-components sector and the pace is expected 
to pick up even further. 
The following figure (Figure 1) includes the types of vehicle produced. 
3 Data Collection 
This study is based on secondary data which have been collected through various reports 
of the Ministry of Commerce and Industry, Department of Industrial Promotion and Policy, 
Government of India, Society of Indian Automobile Manufactures (SIAM), Reserve Bank of India, 
and World Investment Report.
4 Literature review 
FDI 
Role of FDI in the host nation, has been a topic of debate. Even though the impact of FDI on 
economic growth has been studied widely, there are still questions concerning the real effects 
of FDI. Laura et al., (2010) and Mencinger (2003) argued that for FDI is that it should increase 
economic growth in the host economy. And FDI should be more effective in boosting economic 





   Figure 1: Vehicle Types 
     Source: Mamata, 2008
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suggested every country should welcome FDI because it will improve economic conditions and 
increase potential of the receiving country’s development. But in order for a positive effect from 
FDI to be achieved, the country must have an adequate level of economic stability, and liberalized 
capital markets, as well as human capital (Bengoa and Sanchez-Robles, 2003).  
But, Epstein (1999) claimed that countries trying to attract investment by subsidies and tax 
breaks can lead to substantial reduction of government revenues which could otherwise be used to 
invest in education and infrastructure. 
FDI in India
About the role of FDI in India, scenario isn’t different. Scholars disagree on the effect FDI has 
in Indian economy. Pradhan (2002) employed a production function analysis to analyze the effect 
of inward FDI on economic growth in India. He found that FDI does not have significant positive 
growth impacts. Agrawal (2005) later confirmed the findings of Pradhan (2002). 
On the other hand, Choi and Baek (2017) found that the inflow of FDI to India indeed has 
a beneficial effect on Total Factor Productivity (TFP) growth through positive spillover effects. 
Chakraborty and Basu studied the link between net FDI flow and economic growth are explored for 
India utilizing the technique of co-integration and error-correction modelling. It is found that FDI is 
related positively to GDP (2002). 
5 Evolution of government policies and FDI participation
As about the evolution process of Indian auto mobile industry, it can be classified in 3 phases 
which is summarized in Table 1. 




Growth of market limited by domestic supply
Very few innovation, outdated model, fuel inefficient 
Number of firms : 5
Phase 2: 1983-1993 Joint venture between Government of India and Suzuki to form Maruti UdyogNumber of firms : 6
Phase 3: 1993-
Industry delicensed in 1993
Major MNC Original Equipment Manufacturers (OEMS) commenced assembly 
in India
Imports allowed from April 2001
Number of firms: >35
Source: based on different related websites and news. 
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5.1 Phase 1:  
Foreign automobile companies were present in the early days of Indian automobile industry. 
GM and Ford had assembly plants in India in 1940s. General Motors established an assembly 
plant in Bombay in 1928 to assemble cars and trucks using completed knocked down (CKD)1 kits 
imported from USA. Following this, Ford Motor Company established assembly plants in Madras in 
1930 and then another assembly plant in Calcutta (now Kolkata) in 1931. So it can be taken as first 
FDI in Indian automobile industry. 
Domestic automakers such as Hindustan Motors and Premier were established in 1940s 
with the technical collaboration with foreign companies. British Leyland had equity participation 
in Ashok Motors and thus changed its name into Ashok Leyland. During this period of time, the 
automobile industry of the country consisted of only importers and assemblers. 
The Government of India considered passenger cars a luxur y and did not regard the 
development of this industry as a matter of high priority at this time. At the same time, government 
did encourage the private investment in the local manufacturing of passenger cars. In 1953, 
the Government of India passed a regulation that if assemblers did not have a phased plan to 
manufacture cars locally, then should wind up their operations in India within three years. The 
government levied prohibitively higher tariffs on the import of the fully built vehicles and mandated 
that majority equity with Indian firms in foreign collaboration (Gonela and Satyanarayana, 2015). 
With the introduction of the above regulation, the big automobile assemblers like General Motors 
and Ford Motor ceased their operation in India. 
Throughout the 1950s, the performance of the automotive industry was unsatisfactory and 
during the period consumer choices were too narrow.
 
1970s 
This scenario continued for almost 30 years. So, growth was relatively slow in the 1950s and 
1960s. After 1970, the automotive industry started to grow, but the growth was mainly driven by 
tractors, commercial vehicles and scooters. Cars were still a major luxury. Policies regarding 
foreign collaboration were reviewed in 1968. And regulations, governing the foreign collaboration 
1  A complete knock-down (CKD) is a complete kit needed to assemble a product. It is also a method of supplying 
parts to a market, particularly in shipping to foreign nations, and serves as a way of counting or pricing. CKD is a 
common practice within the automotive industry
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were more tightened. The government adopted a more restrictive attitude towards FDI in the 
1970’s. Maximum foreign equity participation was limited to 40 %. Restricting FDI was a part of 
efforts aiming to extend state control in various sectors of the economy. Also, government enacted 
FERA (Foreign Exchange Regulation Act) in 1973 which put auto industry in more constraints.
5.2 Phase 2 (Maruti Phase): 
The regulations with regard to automobile industry attracted criticism as the automobile 
industry couldn’t progress as intended. As the result, government reviewed the policies. It eased 
licensing controls and other rules administering the industry and took measures to encourage 
technology import to modernize the production process (Gonela and Satyanarayana, 2015). These 
measures paid off and culminated in a four Indian companies entering in technological and financial 
collaboration with the Japanese companies (Table 2). 
Table 2: First Indian automobile companies with Japanese partnership 
No. Indian company JV partner Year 
1 Swaraj Mazda 1981
2 DCM Toyota 1981 
3 Allwyn Nissan 1981 
4 Eicher Mitsubishi  1981 
Source: (Gonela and Satyanarayana, 2015)
In 1982, passenger car segment got the status of a core industry of national economic 
importance which freed it from lot of restrictions regarding foreign collaboration. In a rare move, 
government of India entered in the collaboration with Suzuki of Japan through Maruti Udyog Ltd 
(MUL) in 1982. Suzuki owned 26% of equity and promised to increase domestic content level to 95%. 
As Indian auto industry was heavily regulated, there wasn’t any competition and as the result 
there was not any necessity for innovation. At the time of Suzuki’s entry into India, the company 
faced modest competition from domestic companies. Maruti started the production with the launch 
of its immensely successful model, the Maruti 800, which was 21 percent cheaper (Okada, 1998) 
than the lowest priced existing car produced by domestic auto makers.  
Domestic automakers were also encouraged to upgrade their technology either through 
import or foreign equity participation. Regulatory relaxation of that period changed the structure 
of Indian automobile industry and laid foundation for future growth. The entry of new companies 
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and upgradation of existing ones with technological collaborations brought a benefit for Indian 
automakers. They were exposed to Japanese manufacturing practices.  
Table 3: Foreign collaboration conceived during 1982 -84
Domestic company Foreign partner Nature of deal 
PAL Fiat (Italy) License to manufacture  Fiat 124 model 
HML Vauxhalll Motors (UK) Purchased rights to manufacture phase-out Vauxhall Victor
Sipani Automobiles Reliant (UK) License to manufacture the Reliant Kitten Model 
Standard Motors Rover (UK) New car based on the Rover 3500 model with its own engine
Mahindra & Mahindra Peugeot (France) Upgrade its model with a new Peugeot engine through license
Source: Gonela and Satyanarayana, 2015
These policy initiatives created a virtuous cycle for the industry that was further boosted by 
the participation of foreign investment. It helped the companies expand the market. Companies 
were able to offer different products at different price points that attracted new customers. Maruti 
was able to take the benefit better than others. 
In 1984, however, automotive segments were brought under “Schedule IV” under which 
industries needed additional clearance from government. Once again, entry of new companies were 
virtually banned after 1984. But the auto-components segment, as it was not included in Schedule IV 
(Gonela and Satyanarayana, 2015).
Foreign majority holdings for foreign exchange were rarely allowed under Foreign Exchange 
Regulation Act. As a result environment for foreign investment in India remained largely hostile. 
In 1988, all industries, except 26 industries specified in the negative list, were exempted from 
licensing. The exemption was, however, subject to investment and locational limitations. 124 
industries including automotive industry, cement, cotton spinning, food processing and polyester 
filament yarn witnessed modernization and expanded scales of production during the 1980s 
(Industrial Policy, 1980).
5.3 Phase 3: 1990s liberalization 
The economic crisis of 1990 -1991 marked the beginning of new phase for the Indian 
economy. Liberalization of economy began in India. All the segments of the automobile industry 
were delicensed in 1991. The passenger car segment was delicensed in 1993. With the foreign 
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direct investment being allowed global automakers entered into the Indian market through joint 
ventures with domestic makers. FDI up to 51% was allowed automatically, which means no previous 
clearance was required, FDI for more than 51% equity required governmental clearances. The 
regulations requiring usage of domestic components was dropped in 1991 for new companies and in 
1994 for the incumbents. 
   
However, the short term measures of the government to offset the effects of the crisis had an 
adverse impact on the automobile industry. To reduce oil bill, heavy excise duty on selling price of 
all the automobile was imposed. For instance, excise duty on passenger cars was increased from 
42% to 53% in august 1990 and further raised to 66% in 1991. But negative effects were temporary 
and auto industry was encouraged through some policies. Excise duty on passenger cars was 
reduced from 66% to 55%, tariff for components and related imports was lowered from 150% in 1991 
to 110% in 1992.  
As the result of the liberalization of policies related to the FDI, there was surged in the foreign 
investment. By mid-90s, several foreign players had entered into the Indian passenger car market 
by mainly setting joint ventures with the local firms. Mercedes-Benz with TELCO (1994), General 
Motors with HML (1994), Peugeot with PAL (1994), Honda Motors with Siel Ltd. (1995), Ford with 
M&M (1996), Hyundai with a 100% owned subsidiary (1996), Fiat with Tata Motors (1997) and 
Toyota with Kirloskar Group (1997). 
Further foreign participation was encouraged by lifting the foreign exchange neutrality 
regulation from 2000 for the new investors, which ef fectively removed quantitative import 
restrictions. The export commitments for the existing foreign companies were abolished in August 
2002. These policy alterations have reduced government intervention in the automobile industry 
to the minimum. It encouraged many other foreign companies to foray into the Indian automobile 
market. 
In April 2001, the automobile sector made a further transition towards an open market. As 
WTO (World Trade Organization) commitments required the Indian government to abolish policy 
like removal of quantitative restrictions (QR) on the import of vehicles was introduced. Because of 
this automobile manufacturers did not need import licenses either to import cars in the kit form or 
as completely built units (CBU), (Automotive Mission Plan, 2006 -2016).
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5.4 After 2002
Increase in the investment activities furthered the development process of the industry. 
Deregulation continued in the industry and a major policy review was announced in 2002 with 
the objectives of establishing a globally competitive automotive industry in India. This was first 
time government made separate policy for the automobile industry, named the Auto Policy 2002. 
It was formulated by the Government of India under the Ministry of Heavy Industries & Public 
Enterprises.
With regard to investment promotion, Auto Policy 2002 allowed automatic approval of foreign 
equity investment up to 100% for the automobile manufactures and component makers. Reviewing 
tariff structure, the Policy decided fixing import tariffs to facilitate actual production within the 
country, without providing undue protection to domestic manufacturers. 
Its influence became evident by the growth in FDI inflow in automotive sector over the period 
2002-03 to 2010-11 (Table 4). Since then, almost all the major international players in automobile 
sector have entered India. 




2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010 -11
79270 21730 14170 8150 9830 12540 26970 52120 57540 60080
Source: RBI, Various Issues.
In 2006, the GOI formulated Automotive Mission Plan (AMP) 2006-2016 which had target 
to develop the Indian automotive industry into a global hub. In this plan, government of India 
introduced policies and plans to attract FDI. For example, Tax holiday for Automotive Industry, 
One-stop clearance for FDI proposals in automotive sector, Concession of Import duty on 
machinery for setting up of new plant or capacity expansion. These initiatives has given impetus to 
growth in the automotive sector.
FDI equity inflow into the automobile sector increased by 72 percent during 2014-2016 from 
US$3.05 billion (during 2012-2014) to US$5.25 billion. From April 2016 to September 2016, the 
automobile sector received US$728.65 million in FDI equity inflows. Leading global players like 
ISUZU Motors, Ford Motors, Tata Motors, Honda, and Suzuki Motors have already invested heavily 
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in the manufacturing sector resulting in the establishment of new assembly lines, manufacturing, and 
Greenfield units, thereby boosting the automotive manufacturing ecosystem in India (Gupta, Huddar, 
and Moller, 2018).
According to industry experts, more FDI is coming into the sector because a lot of car makers 
are utilizing their Indian operations to fulfil global ambitions. Even though Indian automobile industry 
has seen ups and downs, these investments from global players show their confidence in the Indian 
market. Also many of them are investing to make India as export hub. FDI pro government policies has 
been catalyst to boost the confidence of investor. Some of the major foreign investments into the Indian 
automotive sector in the last two years are listed below (Table 5). 
6 Road ahead 
So far policy initiative taken by the government in relation to automobile has given positive 
results. Attractiveness of the market is growing and will continue to grow in coming decades as 
Indian market is expanding. New initiatives such as Automotive Mission Plan 2016 -2026 and Make 
in India will further make India attractive destination for more FDI related activities. 
In the Union Budget 2012-13 government increased customs duty on cars and multi-utility 
vehicles (MUVs) valued above US$40,000 from 60 percent to 75 percent seems to be a step to 
encourage local manufacturing, value addition and employment (Krishnaveni and Vaidya, 2015).
In the Automotive Mission Plan 2016 -2026, the government and industry set a target to triple 
industry revenues, to $300 billion, and expand exports sevenfold, to $80 billion. One of the scheme 
in this plan is Faster Adoption and Manufacturing of Hybrid and Electric Vehicles (FAME) which will 
incentivize the development, manufacture, and promotion of hybrid/electric vehicles market in order to 
address the global demand for innovative and fuel economy vehicles. This can drive further FDI in this 
comparatively new sector of Indian auto industry (Eurolinkgeie, 2017).
Make in India initiative which started in 2014 which covers 25 sectors of economy could also 
boost the FDI activity in automobile sector. FDI into the automobile industry has seen a 164 percent 




Policies of Indian government related to FDI and automobile industry has evolved in last 7 
decades. Its stance toward FDI also became less restrictive and friendlier. Policies adapted by 
government of India, which are related to automobile industry specifically or economy as whole, 
has gradually opened the Indian auto industry for global automakers. FDI inflows have shown 
Table 5:   Major Foreign Investment in India’s Automotive Sector From April 2014- March 2016
Foreign Collaborator Country Indian Company FDI (US$ Million )
Ford International Services 
and Ford Motors USA Ford India Limited 979.50
SAIC General Motors 
Investment Limited 
China, Hong Kong , 
USA General Motos India Pvt. Ltd 973.93
Suzuki Motor Corporation Japan Suzuki Motor Gujarat Private Limited 477.61
Daimler AG Germany Daimler India Commercial Vehicles Pvt. Ltd 389.04
Nissan Motor Co. Ltd Japan Renault Nissan Automotive India Pvt. Ltd 169.20
Isuzu Motors Asia Limited Singapore, Japan Isuzu Motors India Pvt. Ltd. 116.67





Continental Automotive Components, 
Continental Automotive Brake Systems 72.53
Renault Group Bv Netherlands Renault Nissan Automotive India Pvt. Ltd 72.51
Caparo India Limited United Kingdom Caparo Engineering India Private Limited 56.77
Showa Corporation Japan Showa India Private Limited 52.85
Fiat Group Automobiles S.P.A. Italy Fiat India Automobile Limited 48.49
Singapore Airlines Limited Singapore Tata SIA Aitrline Limited 46.01
MAN Truck & Bus Germany Man Trucks India Private Limited 42.70
Yorozu Corporation Japan Yorozu JBM Automotive Tamil Naidu Private Limited 33.09
NHK Spring Co. Ltd Japan NHK Automotive Components India Pvt. Ltd 31.31
Bussan Automotive Singapore 
Limited Singapore India Yamaha Motors Pvt. Ltd 29.72
Toyoda Iron Works Co. 
Limited Japan
Toyotetsu India Auto parts Private 
Limited 27.77
Source: Department of Industrial Policy and promotion and Department of Heavy Industries, 
Government of India. 
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significant growth in the post liberalization period. 
The last two decades of the 20th Century witnessed a dramatic world-wide increase in FDI. 
This was accompanied by distinct changes in the attitude of most developing countries towards 
inward FDI. This was same with the Indian government.
The country rolled out a total of 1.2 million passenger cars and multi-utility vehicles in 2004, 
which increased to 2 million in 2010 and 3 million in 2015. IHS Automotive forecasts that India's 
light vehicle market will grow to 5.4 million units by 2020, close to doubling in a little more than five 
years (Gupta et al., 2018).
Growth potential combined with favorable policies was successful to attract investment from 
multinationals and will continue to do so. These potential also shows the opportunity available for 
automakers around the world. Further continuous improvement in the policy will make it easy for 
foreign automakers to invest in India. 
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